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GROWTH OF BRITISH INSURANCE 


EYRE AND SPOTTISWOODE (PUBLICATIONS) LIMITED 
9 East Harding Street, Fleet Street, London, E.C.4. 


PYJAMAS «ni SOFT COLLARS 


The name “ LUVISCA ” in Shirts, Pyjamas or Soft Collars is an infallible guide 
to the man who values his diidert lal eamoanaie, - interpret Ruder: 


money ” in its fullest sense—long wear pe ead lendid taste in colours. 


Look forthe y ety in ote write COURTAULDS, LTD. 
“ Luvisca” Taben rey on | Dept. 136M), 16 St. ray Pt ‘s-le-Grand, London, E.C. 
ment. None witheat.| fer name of your nearest retailer and descripti gt 
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"BLADES, | EAST & BLADES, Ltd. 


Established 1821. 
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CITY OFFICES: WORKS: 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, + 
LONDON, E.C. LONDON, E.C. 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. = 


Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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IML ue ll rnc Tt 


THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 


Capital fully called up - £650,000 Reserve Account - - £570,000 
(with power to increase to £4,000,000) 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 = | 
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LONDON BANKERS: = , 
MEssrs. GLYN, Mitts & Co, THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK LIMITED. 4 
HEAD OFFICE: 3 


33/36 KING WILLIAM STREET, LonDoN, E.C.4 = { 
CHIEF OFFICE IN PERSIA: = 
TENERAN, 


BRANCHES IN PERSIA: 


Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, = i 

+ Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, = ! 
= Shiraz, Sultanabad, Tabriz, Yezd. = ; 
S BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: = j 
BaGDAD, Basi, KHANAQIN, KIRKUK. BomBay. = i 


HE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 





Cerrespondents in all important places abroad. 
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SMILING T A 


International Bank 


™mEIT RST 
NATIONAL BANK of 


BOSTON 


1784 3 3: 1928 
BOSTON, U.S.A. 
Foreign Branches 
Havana Buenos AIRES 
European Repre sentatives 
LoNnDON Paris BERLIN 
24. Old Broad St. 39, Rue Cambon 52, Unter den Linden 


Capital and Surplus - $50,000,000 








THE 


Australian Bank of Commerce, Limited 


INCORPORATED. IN NEW SOUTH WALES. 


Authorised Capital- - - - - £5,000,000 
Capital Subscribed and Paid Up - £2,208,000 
Reserve Fund - - += §£1,000,000 
Aggregate Assets 30, 6/27 - + + £18,366,297 
DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, Esa. O.B.E. 
FRANK N. YARWOOD, Fpa. F.CP.A. JAMES KELL, Esa. 
LIEUT.COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq, LL.D. 


GENERAL MANAGER. : 
Cc. M. C. SHANNON. 
LONDON BRANCH DIRECTORS : 


A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 
JAMES TUKE, Esa. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. Georce H. Howett, Manager, with 
158 Branches and Agencies i in New South Wales. 

BRISBANE OFFICE. G. F. Avexanver, Manager, with 26 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE : 73 St. George’s Terrace. A.C. Dippin, Manager. 

LONDON OFFICE: 62 Bishopsgate, E.C.2, Artuur F. Jenxins, Manager. 

The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasis, New Zealand, the United Kingdom, the Far East 
and elsewhere, whereby i it is able tocarry out all requirements with promptitude and to best advantage. 
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MARTINS 
BANK 


LIMITED. 


Formerly the 
BANK OF LIVERPOOL & MARTINS LTD. 
with which is incorporated the 
LANCASHIRE & YORKSHIRE BANK LTD. 


Head Office: 
7 WATER STREET, LIVERPOOL 


London Office : 
68 LOMBARD STREET, E.C.3 


£20,602,272 


Capital Subscribed 

Capital Paid » and 
Reserves . ne 

Deposits, etc., at 30th 
June, 1928 


7,719,585 


81,058,805 


The Bank has over 560 Offices, and 
Agents in all the principal towns at home 
and abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 





BANCA NAZIONALE 
DI CREDITO 


Capital—Lire 300,000,000 
Reservre— Lire 50,000,000 
Deposits 


(30th April, 1928) 
—over Lire 2,250,000,000 








Head Office: MILAN 


Offices at : 
Milan, Naples, Genoa, Rome, 
Turin, Palerme, Trieste, Bo- 
logna, Florence, Venice. Over 
70 Branches in the principal 
industrial and commercial 
points of Italy. 


EVERY KIND OF BANKING BUSINESS 
TRANSACTED 
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TRADE INDEMNITY 


COMPANY LIMITED. 
Established 1918. 


(Chairman—C, E, HEATH, O.B,E.) 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


TRADE CREDITS 


The object of the Company is to assist British 
Merchants and Manufacturers to develop 
Home and Overseas Business by the Insurance 
of Credits. 

The Company is prepared to grant policies 
insuring approved accounts up to 75 per 
cent. of the net invoice value of goods 
sold and delivered in the ordinary way of 
trade to customers domiciled in almost 
any part of the world. 


Prospectus and Proposal Forms can 
be obtained on Application to— 


77 ~CORNHILL, LONDON, E.C.3. 


MANCHESTER OFFICE : Yorkshire House, Cross Street 
All inquiries are treated in the strictest confidence 





THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 





Capital subscribed Yen 100,000,000 

Capital paid up- - Yen 60,000,000 

Reserve Fund - - Yen 61,000,000 
(December 1927) 





Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York, Shanghai, Sourabaya. 


LONDON OFFICE : 
Winchester House, Old Broad Street, 
E.C.2 
Telephone- - - —— WALL 3221-2 

4239 


Cable Address “ MITSUIGINK, LONDON.” 
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BULLION 


AND 


SPECIE 


Purchased and Shipped for Banking and 
Arbitrage Transactions. 


DEALERS & REFINERS 


of Precious Metal, Ores, 
and Minerals of all kinds. 


PURCHASERS 


of Mining By-Products containing Precious 


Metals. 


sa 
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JOHNSON MATTHEY & Co. 


LIMITED. 
73/82 HATTON GARDEN 


LONDON, E.C.1. 
HOLBORN 6989/7 


a 


Telephone 





R.T. 41-7/28 





JEYLAN] ) 


Write for Catalogue No. 39 | 
The Leyland & Birmingham Rubber Co., Ltd., | 


Leyland, near Preston, Lancs. 


Causton 


RUBBER 
TILING 









PERRERE 
THE OUTSTANDING 
MERITS OFA 
PENCIL 


if 











\ Bey 


GREAT 








the 


is 

attribute common to all 
VENUS pencils—each one 
is as good and true to grade 
as the world’s largest manu- 
facturers of quality pencils 
can make it. 


ERFECTION 


ENUS 
PENCILS 


17 Blacklead Degrees & Super 
Copying(Medium&Hard) 
4i4each - 3/9 perdozen 

Venus Copying (Medium&Hard) 
34 each-29 per dosen 


ITS THE LEAD INSIDE 





| Se MAKES THE VENUS GLIDE > 


AZ 
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ULSTER BANK LIMITED. 


Established 1836. 
Affiliated to Westminster Bank Limited. 


Authorised eects - 


Paid-up Capital 
Reserve 
Deposits (goth November 1927) 


aaa ow iad 
£800,000 
£800,000 
£20,997,852 


Head Office: WARING STREET, BELFAST. 


114 Branches and 93 Agencies throughout /reland. 

















BANK OF ‘NEW “ZEALAND. 


Bankers to the New Zealand Government. 





Authorised woe ema - 87,561,238 


Paid-up Capital, as at 31st March 1927 
Reserve Fund and Undivided Profits 


£6,529,185 
3,609,655 


£10,138,840 





Aggregate Assets at 31st March 1927 £48,860,540. 





London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 


Samoa. Remittances made by telegraphic transfer. 





BANCO DO BRASIL 


Head Office: Rua 1° de Marco 66, 
Rio de Janeiro 





Capital - - ~- 100.000:000 $000 
Reserves - - = 142.593:604$188 
Paper- Currency 

Redemption Fund  94.637:471$494 


Last Dividend 20% 


Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received ; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 











ROBERT MILI, Manager. 


Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 


Agencies in the principal cities 
of the Republic 


Banking connections throughout 
Europe and the United States 


Specially organized service for the 
Collection of Foreign Drafts 
and Bills 





BANK OF LONDON 
& SOUTH AMERICA 


LIMITED 
Paid-up Capital and Reserve Fund, £5,540,000. 





J. W. BEAUMONT PEASE, Chairman. 
The Bank’s Information Dept. issues free of charge a Monthly Review in English or French, 
giving particulars of Current market and other conditions. Up-to-date status reports on 
South American firms, compiled from reliable sources, are supplied on request. 





ESTABLISHED AT 
Belgium: Antwerp, 10 Rue Nationale. Uruguay:{Montevideo, and at Calle, Rio Negro 
France: Paris, 9 Rue de Helder. (Montevideo), Paysandu, Rivera, Salto. 
Portugal: Lisbon, 44 Rua Aurea. Oporto: Brazil: Rio de Janeiro, Bahia, Bello Hori- 
9 Rua do Infante D. Henrique. zonte, Ceara, Curityba, Juiz de Fora, 
Maceié, Mandaos Meranhao, Para, Pelotas, 


U.8. America: New York, 67 Wall Street. . Fernambuco, Porto Alegre, Rio Grande, 
Argentina: Buenos Aires, with City Sub- | Santos, Sao Paulo, Victoria. 
Branches at Barracas, Boca, Once, Calle Chile: Valparaiso, Santiago, Antofagasta. 


Santa Fé, Santa Fé, Tres Arroyos. Also at “ : 
Azul, Posadas, Bahia Blanca, Concordia, Paraguay: Asuncion. : 
Cérdoba, Mendoza, Parana Rosario, | Columbia: Barranquilla, Bogota Cali, Mani- 


Tucuman zales, Medellin. 


Agents throughout the World. 
AFFILIATED TO LLOYDS BANK LIMITED. 


Head Office: 
6, 7 & 8 Tokenhouse Yard, LONDON, E.C.2. 
MANCHESTER: 36 Charlotte Street. BRADFORD: 33 Hustlergate. 


YOKOHAMA SPECIE BANK, LIMITED. 














ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - . . - - . - . Yen 99,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office:—7 Bishopsgate, London, E.C.2. 
D. NOHARA, Manager. 











NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - : : : - £3,000,000. 
RESERVE FUND .- - - - ‘. : £2,775,000. 











London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 
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ALLIANCE 


Assurance Company Limited. 
Head Office: BARTHOLOMEW LANE, LONDON, E.C. 2 
Marine Department: 2-6 Billiter Square, London, E.C. 3 


% 
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Established in 1824, 


Assets exceed £30,000,000. 





Directors: 


CHARLES EDWARD BARNETT, Chairman. 
LIONEL N. DE ROTHSCHILD, O.B.E., Deputy-Chairman. 


Sir IAN HEATHCOAT AMoRY, BarT., C.B.E. 
THE VISCOUNT BEARSTED, M.C. 
FREDERICK CAVENDISH BENTINCK. 

ALFRED FOWELL BUXTON. 

JOHN CATOR. 

Lorp DALMENY, D.S.O., M.C. 

Major GERALD M. A. ELLIs. 

FREDERICK CRAUFURD GOODENOUGH. 

THE MARQUESS OF HARTINGTON, M.P. 





C. SHIRREFF HILTON. 

R. M. HoLLAND-MartTI, C.B. 

Davip LANDALE. 

COLONELWILFORD N. LLoyp, C.B. C.V.O. 
SR CHRISTOPHER T. NEEDHAM. 
COMMANDER M. P. B. PoRTMAN, R.N. 
WILLIAM HEARD SHELFORD. 

HENRY ALEXANDER TROTTER. 

RICHARD DURANT TROTTER. 


THE ALLIANCE 


grants 


INSURANCES OF ALL KINDS : 


Assurances with Disability Benefits. 


LIFE (with and without Profits). 





Estate Duty Policies. Staff Assurance and Pension Schemes. 


Group Life Assurances. 


and Educational Endowments. 


Children’s Deferred Assurances 


Annuities. 


SINKING FUND and CAPITAL REDEMPTION. 


FIRE. 
MARINE, 
BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
P‘rty, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE. 


FIDELITY GUARANTEE. 


LIVE STOCK, 


BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


Particulars of any of the above will be sent on request. 


T. B. Ponsonby, General Manager. 
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INTERNATIONAL ACCEPTANCE BANK 


INCORPORATED 
NEW YORK 








International Banking Transactions 







F. ABBOT GOODHUE, President 





PAUL M. WARBURG, Chairman 





London Representative: 4 Adams Court, Old Broad St., London, E. C. 2 
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MARINE ACCIDENT 





LIFE BONUS 1925: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 
Marine Dept. :—157 LEADENHALL STREET, E.C.3. 


ASSETS EXCEED 
£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
APPLICATIONS FOR AGENCIES INVITED. 


— a —_— 
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2 THE BANKER 


A Banker's Diary 


Discussion on the Currency and Bank Notes Bill (see 
June issue) took place in the House of Lords on the 

second reading on June 7. The Committee 
Amalgamation Stage was taken a week later, and on 
of Note Issues June 21 the Bill was read a third time. 

The various provisions of the Bill come 
into force on a day or days to be appointed by Order 
in Council. 


Towarps the end of May and early in June three large 
shipments of gold, amounting in all to over £6 millions, 
took place from the United States to this 
country. It is understood that the imports 
were arranged by a joint-stock bank, and 
practically the whole amount was sold 
to the Bank of England. This addition to the Bank’s 
stock, together with smaller receipts from South Africa, 
Canada, probably Russia and elsewhere, raised the 
total gold holding of the Bank of England from about 
£161 millions on May 23 to over £170 millions on June 20, 
as compared with about {152 millions at the beginning 
of the year. The figure on June 20 marked a record in 
the history of the Bank. 


Gold Imports 


Towarps the end of May there was made public a 
memorandum, addressed to the Prime Minister and signed 
by over a hundred industrialists, expressing 
as grave concern at the continued depression 
mo wal in the basic industries of the country and 
drawing attention to the financial and 
monetary factors in the situation. The memorandum 
urged “‘ that a committee of inquiry should be appointed 
forthwith to inquire into the operations of the Bank of 
England as governed by the Bank Charter Act of 1844. 
It is important that such an inquiry should take place 
before Parliament sanctions the merging of the Treasury 
and Bank of England Note issues or as soon thereafter 
as possible.’’ 





A BANKERS DIARY 3 
THE prospectus of a new banking institution, the Anglo- 
French Banking Corporation, was published on June 20. 

The company has an issued capital of 

New Anglo- £1,250,000 in {1 shares, to be fully paid 

French Bank up, of which all but £40,000 was offered 

for subscription in cash. The Bank has a 
strong board of directors, representing important British 
and French banking and financial interests, and arrange- 
ments have been made for the purchase of a block of 
shares in the Banque des Pays du Nord, with valuable 
connections in France and Scandinavia. According to 
the prospectus, the company will carry on general 
banking business in all its branches, aiming particularly 
at the development of Anglo-French business. The 
shares offered to the public were readily taken up. 


On June 23 the French Government’s plans for definitive 
stabilization of the franc were made public. Under the 
bill then intrcduced, which came into effect 

F cecomom two days later, the gold content of the franc 
Pee was fixed at a_ figure which makes the 
sterling and dollar parities Fr. 124.21 and 

Fr. 25.52 to {1 and $1 respectively. The Bank of France 
is required to redeem its notes on demand at its head 
office, so long as the amount of gold required exceeds a 
minimum to be fixed by agreement with the Minister of 
Finance. The law prohibiting the export of gold and 
silver is repealed. Thus France presumably adopts a gold 
bullion standard for the time being. A gold reserve of 
at least 35 per cent. of the note issue and current account 
liabilities must be maintained, but no absolute limit is 
placed upon the note issue. The Bank must buy all gold 
offered to it at the par rate less cost of minting and assay. 
Silver coin is to be minted to take the place of small 
paper, but the free minting of gold for private persons 
will not be resumed until a date to be fixed. A new con- 
vention between the Bank and the Minister of Finance 
provides for the revaluation of the Bank’s assets, the 
proceeds of the operation to be utilized to reduce the 
State debt to the Bank. By this arrangement the floating 
debt of the State to the Bank was wiped out, except 
for the Treasury Bonds covering advances to Russia. A 
special arrangement is made with regard to this item. 
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On the other hand, the Bank grants the State a new and 
permanent interest-free loan of Fr. 3 milliards. Other 
conventions deal with the relations between the Bank, 
the Treasury and the Amortization Fund. 

The return of the Bank for June 25, issued in the new 
form, showed a gold reserve of Fr. 28,935 millions, and 
sight claims for abroad amounting to Fr. 15,985 millions ; 
against a note circulation of Fr. 58,772 millions, and total 
current account liabilities of Fr. 12,757 millions. The 
gold reserve thus represented 40°45 per cent. of the total 
demand liabilities. 


THE interim report of the Agent-General for Reparation 
Payments, covering the first nine months of the fourth 
annuity year, was made public about the 
Reparation middle of June. As usual, the report, 
Report _ besides giving data regarding actual repara- 
tion payments, contains a general discussion 
on economic developments in Germany since the publica- 
tion of the last annual report (see January issue). The 
Agent-General expresses the opinion that the experience 
so far gained has amply confirmed the experts’ views as 
to Germany’s capacity to pay. Dealing with important 
internal developments, the report discusses the financial 
position of the railways and the condition of public 
finances. Some improvement is recognized in the latter 
connection, though the statement is made that German 
public finances are “ still under the influence of the 
tendencies towards over-spending and over-borrowing ”’ 
previously noticed, while attention is again directed to 
the necessity of arriving at a final settlement of the 
financial relations between the Reich and the states and 
communes. Questions relating to foreign borrowing and 
domestic capital supplies are also discussed at length. 
Finally, the Agent-General emphasizes the desirability of 
reaching as soon as possible, by mutual agreement, a 
final determination of Germany’s reparation liabilities. 


THE United States Department of Commerce has issued 
a bulletin dealing with the Balance of International 
United States Payments in 1927. The figures have been 
Balance of improved in many respects, and the refine- 
Payments ments have been carried back to the 
previous year, thus giving a true basis of comparison. 
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Full details are supplied as to the results of the estimates 
and the processes of compilation, while a table is included 
showing the best available figures for the years 1919 to 
1925. Merchandise trade in 1927 yielded an export surplus 
of $548 millions (cf. $266 millions in 1926), and gold 
movements a surplus of $166 millions (cf. import surplus 
of $72 millions in 1926). Other current items, that is, 
“invisible ’’ imports and exports, gave an import excess 
of $49 millions (cf. $135 millions), so that a net balance 
of $665 millions was available for investment overseas, as 
compared with only $59 millions in 1926. Detailed esti- 
mates are given as to the disposal of the surplus. The 
gross amount of new American investments abroad is 
put at $1,357 millions and $1,648 millions in 1926 and 
1927 respectively. 


Towarps the end of May was published the report of 
the Committee appointed by the Lord Chancellor in 
July 1926, “‘ to consider in what securities 
“out on trustees should be authorized to invest, 
Securities Whether under or in pursuance of any 
general or special Act of Parliament.” 
The Committee express the view that “ in the past there 
has not been sufficient uniformity in dealing with the 
question of conferring trustee status on investments, and 
that amendments in the lawhave not proceeded sufficiently 
upon definite principle.’’ The conclusion is reached that 
“the only authority having power to authorize altera- 
tions should be Parliament expressing its will in a public 
general Act.” Trustee status should not be conferred by 
local and private Acts. Detailed recommendations are 
made with a view to carrying out these general principles. 
(Cmd. 3107 of 1928; H.M. Stationery Office, 3d.) 


Issues of new capital still proceeded in great variety 
and profusion. The Government of Tanganyika offered 
£2 millions of 43 per cent. stock, guaranteed 

New Capital by the British Government, at 963, the 
Market amount being readily taken up. An offer 

of £5 millions of 44 per cent. stock at 94} 

by the London County Council was alse over-subscribed, 
the offer being accompanied by a slightly larger issue for 
conversion purposes. Three British corporations made 
issues of 4? per cent. stock, totalling £3} millions, at 99 
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and 993, and all were over-subscribed. The Melbourne 
Harbour Trust Commissioners issued {1 million of 5 per 
cent. debentures at 963, while the Underground Electric 
Railways Company of London offered £4 millions of 5 per 
cent. first mortgage debenture stock at 96, about half the 
sum received being utilized for redemption purposes. 
Many public issues by new and old industrial companies 
met with a good response, under-subscription being the 
exception, while large offerings of new shares were made 
to existing shareholders. An interesting private placing 
consisted of shares of no par value in a company formed 
to acquire the capital of the British Columbia Electric 
Railway Company, operating an extensive system of 
public services in Western Canada. 
ALL twelve of the United States Federal Reserve Banks 
had adopted a uniform rediscount rate of 4} per cent. 
by the end of the first week in June. 
—— Rate The Imperial Bank of India reduced its 
anges : 
rate from 7 to 6 per cent. on June 21. 
The Bank of Italy on June 25 reduced the rate on advances 
and discounts from 6 to 53 per cent. 


Reparations in Theory and in 
Practice 


EPARATIONS appear to be a happy hunting-ground 
R for economic controversialists. The extraction of 

the huge international payments demanded from 
Germany after the war presents so many different aspects 
and raises so many intricate problems affecting not only 
the trade and finance, but also the politics and peace of 
Europe, that it naturally offers a peculiarly tempting 
field for investigation. Unfortunately, most of the 
explorers have followed the example of the first pioneer 
in this field, Mr. J. M. Keynes, and prefer to elaborate, 
rather dogmatically, some partisan or propagandist 
point of view, than to attempt a balanced and objective 
examination of the subject. The latest entrant in the 


* “The Mythology of Reparations.’’ By Robert Crozier Long. 
(Duckworth, 6s. net.) ‘‘ Report of the Agent-General for Reparation 
Payments.”” June 7, 1928. (H.M. Stationery Office, 3s. net.) 
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field, Mr. Crozier Long, forms no exception to the rule. 
His book, ‘‘ The Mythology of Reparations,” sets out to 
prove that there is not and cannot be any difficulty in 
transferring reparation payments and that the Dawes 
Committee (with the organizations it created) imposed 
an elaborate fraud on a credulous public. The grounds 
on which he advances this original view are deserving of 
examination, though it is scarcely probable that his 
arguments will succeed in convincing many people 
acquainted with the actual and practical difficulties of 
large international payments. But whether his con- 
tentions are sound or not, the manner in which he 
elaborates them is not altogether fortunate. He em- 
broiders his theme throughout on a pseudo-mythological 
background which is rarely apposite, and his style 
sometimes degenerates into what can only be described 
as gibberish. The following passage, for example, seems 
inspired by a Miinchener-nourished Dionysus rather than 
by the sober Muse of Political Economy, viz. : 

“The Transfers Pump is controlled by two wonders : 
in the shape of an ascending discount rate, positive 
wonder will! force the delivery of water when the spring 
is dry; and negative wonder will prevent the delivery of 
water when the spring is wet. Of negative wonders, 
the most powerful is Protection, which, by sticking its 
unclean rag in the spout will check the flow,” and so on. 
Mr. Long may have a point to make here, but if so, the 
imagery he adopts obscures rather than illuminates it : 
and in trying to be facetious, he succeeds only in being 
fatuous. On the other hand, when he deserts his mytho- 
logy, he too often descends to personalities. The caustic 
wit he has at his command is rarely genial or good- 
humoured. In particular, he goes out of his way to 
ridicule both the President of the Reichsbank and the 
Agent-General for Reparation Payments in a needlessly 
offensive manner. One may agree or disagree with their 
views or their actions, but both these men have, during 
the past four years, accomplished, in the face of much 
criticism and to the overwhelming satisfaction of the 
world, extraordinarily difficult and delieate tasks: and 
when Mr. Long suggests that neither knows his business, 
that Dr. Schacht is a Malvolio turned banker, and that 
Mr. Parker Gilbert is a “nagging clerk,” his criticism 
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recoils on himself, and he inevitably reminds one of the 
schoolboy who cocks snooks behind his master’s back. 

These defects in style and manner are serious blemishes 
in what would otherwise be a stimulating and interesting 
book, and make it hard to be sure what the author is 
aiming at. There is too much serious argument for the 
book to be taken as a mere joke—or, at least, as a good 
joke; there is too much cheap and flippant journalism 
for it to be taken as a serious contribution to economic 
thought. One can only describe it as a medley. 

If we leave the chaff aside and try to recover the grain, 
Mr. Crozier Long’s book falls into two parts. In the 
first, he claims to ‘‘ demolish the so-called Transfers 
problem.” His thesis is that, provided you have a stable 
currency, any sum raised by taxation must necessarily 
be convertible into foreign exchange and there can be no 
possibility of any transfer difficulty. He even goes so far 
as to allege—despite the experience of 1921-23—that 
“it is possible, but inconvenient, to pay reparations with 
an unstable currency.’’ But so long as you start with a 
stable currency there can be no difficulty. ‘‘ Before the 
first payment is made,” he says, “the withdrawal of 
currency from the taxpayers’ pockets in order to provide 
for the service of the debt ought to have cheapened goods 
and to have forced export. If there is a derangement ” 
(of the exchange) “ that can only mean that the supple- 
mentary export equivalent to the payment has been 
retarded. In this case, the increasing strength of the 
foreign exchanges will combine with the increasing 
weakness of the debtor country’s prices and force export.” 
The Dawes Committee, therefore, were completely wrong 
in the distinction they drew between German internal 
payments and transfers into foreign currency: and the 
elaborate arrangements they devised’ for protecting the 
German exchange are so much unnecessary make-believe. 
Putting it in the best light, the Dawes Committee built 
more wisely than they knew ; they thought they were 
erecting a house of cardboard, but, in fact, they have put 
up a structure of solid masonry. 

This theory is delightful in its simplicity. No doubt, 
if all other factors were equal, the transfer of purchasing 
power from the internal market (by means of tax- 
collection) to the foreign market (by means of reparation 
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payments) ought to adjust itself automatically. It would 
involve merely the substitution of a foreign order for a 
domestic order, and thus stimulate exports and diminish 
home consumption in a precisely similar degree. Unfor- 
tunately, other factors are not equal, and the process of 
international payments cannot be regarded as automatic. 
All sorts of strains have to be met by more or less delicate 
adjustments. Purchasing power is a function not of 
currency but of credit, and bears no fixed relation to 
national income, so that, given a disturbance of credit, 
the amount of purchasing power in the hands of the 
foreigner may be quite unmanageable. For the goods 
available for consumption at home will not necessarily 
serve to meet foreign demand, and considerable capital 
may have to be withdrawn from the production of home 
goods and applied to the development of export goods to 
meet even a small increase of demand from abroad. In 
the meantime there will be considerable wastage with 
consequent unemployment. The adverse effect of the 
excessive supply of, as compared with the demand for, 
a currency may, it is true, be corrected e.g. by raising 
the discount rate; but the effect of such measures will 
only be temporary in so far as they may only attract 
foreign short-term loans. If the process is repeated it 
must involve a cumulative strain on the national economy 
which endangers its stability. In fact, the operation of 
these adjustments will probably be limited by the 
depression in the standard of living of the debtor people 
that they inevitably involve. 

Mr. Crozier Long ignores all such considerations and 
admits no qualification of his theory. He then proceeds, 
in the second part of his book, to trace the rapid recovery 
of Germany since 1924, and seeks to show that the Allied 
Governments extract in reparations only a small part of 
the annual ‘“‘economical surplus” of Germany. (The use 
of the word “economical” in this sense recurs passim 
throughout the book and should bring down on the 
author’s head the just wrath of the deities he invokes.) 
The recovery of Germany has certainly been remarkable, 
and the estimates which Mr. Long adduces of the growth 
of national income, production and savings are impressive 
evidence of the industry and capacity of the country. But 
even if these figures can be accepted as accurate (and there 

B 
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is, at least, a suspicion that in the calculation of national 
savings the proceeds of foreign loans are counted twice), 
the important fact is that in addition to the fund of 
domestic savings, Germany has needed to borrowabroad on 
an enormous scale—estimated by the German Statistical 
Office to amount to no less than {207 millions (net) during 
1927, and something over £500 millions (net) since 1924. 
It is true that the proceeds of these loans go into the 
pool of national savings; but can it reasonably be argued 
that the transfer of reparations has not been facilitated 
by the large amounts of foreign currency thus obtained 
for internal capital needs in Germany, i.e. not for import 
of goods from abroad ? And, on the other hand, is there 
any confidence that the exchange can be maintained, 
with equal stability, should the current of capital 
transactions reverse itself and Germany have to repay 
instead of borrowing? It is certainly not a question 
on which it would be safe to dogmatize. The imports of 
Germany cannot be very considerably diminished without 
diminishing her exports, and consequently there is no 
possibility of any large reduction in the domestic demand 
for foreign exchange. Further, the whole of the national 
income cannot be regarded as available for transfers : 
the larger proportion is, and must necessarily be, required 
for the maintenance and development of an efficient 
population, and it is out of the margin over the necessary 
operating expenses of the nation that the reparation 
transfers must be made. It is curious that economists 
appear always to argue ezther that international transfers 
are practically impossible oy that (as Mr. Long contends) 
there is no difficulty whatsoever about them. Actual 
experience confirms the view which the Dawes Committee 
seem to have held, viz. that transfers, and transfers on a 
considerable scale, can be arranged by a suitable manipu- 
lation of credit policy, but that they involve a strain on 
the national economy which must not be pushed to excess, 
It would indeed be extraordinary if the Dawes 
Committee had devised a correct scheme on quite incorrect 
principles. In fact, there were very good reasons why 
the Committee established the Transfer Safeguards, and 
Mr. Long’s sneers only show how quickly past history is 
forgotten. For behind the lath-and-plaster structure of 
the Dawes Plan the Committee created confidence ; 
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and on this confidence, at home and abroad, rests the 
stability of the mark, the economic recovery of Germany, 
the payment of such reparations as can be transferred, 
and the peace of Europe. It is easy to poke fun at this 
or that “ frill’’ of the Plan, which was put in to secure 
general acceptance of its provisions: but the Plan, as a 
whole, works on the basis of the confidence that it has 
created, and the man who disturbs that confidence runs 
the risk of bringing down not merely the precarious 
‘economical ”’ structure of Germany, but that of Europe 
as well. For the transfer safeguard was essential to 
secure the foreign—and especially the American— capital 
necessary for the reconstruction of German economy : 
and the capital since invested in Germany under the 
protection of this safeguard cannot now be repatriated 
without grave repercussions on the exchanges of all 
European countries. 

It is a relief to turn from the shrill falsetto of Mr. 
Crozier Long’s conclusions to the half-yearly report of 
the Agent-General for Reparation Payments. These 
reports have already won for themselves a world-wide 
reputation for the clear and careful conspectus which they 
present of the economic and financial developments of 
Germany. It would indeed be an advantage to every 
country if a similarly objective and independent review 
of its affairs could be compiled and presented to the public 
for consideration. The Agent-General’s reports are of 
particular importance to Germany as the opinions he 
expresses influence not only the: Powers interested in 
reparations but the American market, thus affecting the 
credit of Germany most directly. Conscious of the 
responsibility resting upon him, the Agent-General re- 
views the various features of the situation and gives his 
conclusions in a balanced and judicious manner which 
carries conviction. 

The conclusions in the present report are eminently 
satisfactory. The various payments due to be made by 
Germany have, in each case, been punctually made and 
transferred without difficulty. The revenues—and par- 
ticularly the revenues pledged for reparations—reflecting 
the gradual improvement in the standard of living of the 
German people show a remarkable elasticity. Exports, 
though they may be affected by the increase in the level 
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of prices, have up to now shown a slow but steady 
improvement. The currency has been stable and, indeed, 
rather above par, though its firmness has been due in part 
to the large influx of foreign money. It is particularly 
satisfactory that the Agent-General can, on this occasion, 
record that the German Government has shown marked 
progress in dealing with the difficult question of borrowing 
by public authorities. While there are some expressions 
of caution in regard to the increase in the price level 
and some definite strictures on the finances of the Railway 
Company, the general tenor of the report is reassuring 
and marks a distinct advance on the more critical report 
issued last December. 

The Agent-General again concludes with an expression 
of his belief that it is in the best interests both of the 
creditor Powers and of Germany to reach a final settle- 
ment, by mutual agreement, of Germany’s reparation 


liabilities. ‘‘ Fundamentally,’’ he says, ‘“‘ what the Plan 
has done is to re-establish confidence and to permit 
Germany’s reconstruction as a going concern.” Up to 


the present, it has also secured a very satisfactory yield 
of reparation payments to the Allied Governments. But 
the extent to which these payments can be transferred 
in future still remains doubtful : while the total payments 
due to be made by Germany have never yet been fixed. 
Both these unknown factors should, as soon as circum- 
stances permit, be eliminated: but their settlement 
involves wider issues than the payment of reparations 
alone. That question is, after all, only one side of the 
larger problem of the international indebtedness resulting 
from the war, which must also be settled. For the payment 
of vast sums by one nation to another cannot be effected 
without depressing the standardof life of the debtor people, 
and thus in the course of time tending also to endanger the 
standard of life of the creditor people. Even, therefore, 
if the payment of unlimited reparations or inter-allied 
debts, for generations to come, were an economic possi- 
bility, it would be a moral and social monstrosity. The 
best hope for the future lies in a general settlement of all 
these international liabilities on a basis which will leave 
the ultimate debtor, Germany, to settle with the ultimate 
creditor, America. But it rests with America to decide 
when and how such a settlement can be attained. 
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Stabilization and its Consequences 
By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 


speech delivered in the Chamber on this occasion, 

M. Poincaré gave some inkling of the long and 
painful internal struggle which he, the revalorizer of last 
year, underwent before yielding to the imperious reasons 
militating in favour of stabilization. 

The whole world has been asking for several months 
why the French currency has been resting in unstable 
equilibrium, favourable only to speculation. We now 
know the reason for this uncertainty: the Minister of 
Finance could not make up his mind. 

But that time has passed and the decision has been 
made, although very tardily. It can be said to have 
been not so much the result of an official deliberation, 
made with full liberty and mature reflection, as a defen- 
sive gesture imposed by the new dangers arising from 
over-prolonged evasion. 

Everyone is familiar with the operations of the Bank 
of France since December 1926; the systematic purchase 
at an invariable rate of all the gold standard foreign 
currencies offered on the market. It is also known how, 
by circuitous action, these foreign currencies purchased 
were lent out on “‘report’’ transactions, transformed 
into credits and brought back again for conversion into 
francs. But perhaps it is less well known that the other 
large French banks have been working on parallel lines 
with the note institution. To the note inflation— 
covered, no doubt, but inflation all the same—has been 
added the credit inflation of the other banks. The traces 
are not visible in the weekly balance sheets, but the 
effect is none the less evident in the national economy. 

Thus, the recent figures of the Statistique Générale 
de la France reveal the presence of an inflation with the 
normal result—a rise in the prices of national commodities. 
From October 1927 to May 1928 the price index rose 
from 600 to 646. This movement coincides with the 


n* last stabilization is accomplished. In_ his 
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increasing influx of foreign capital, the total value of 
which, according to well-informed persons, reaches nearly 
ninety milliards of francs. 

In reality, the Government of M. Poincaré had unloosed 
a world inflation which was concentrated in speculation 
on the franc. This speculation was all the more violent 
in that it was deprived of its natural restraint, the 
chances of loss having disappeared from the day when 
the clearly affirmed intention of the bank and the 
Government not to allow the exchange rate to pass a 
certain limit only left buyers of francs the possibilities 
of profit in the event of the revalorization which the 
attitude of the Minister of Finance suggested was likely 
to occur. 

The attempt to reduce the mass of expectant capital 
by the “tapping” loan (emprunt de ponction) was in 
vain. The capital absorbed was replaced by other, and 
only one method remained—to discourage speculation by 
stabilization. 

And now that this has been accomplished what will 
be the consequences ? 

Since Monday, June 25, Paris has ceased to be the 
centre of attraction for vagrant capital in search of 
profitable differences on the exchanges. The foreign 
resources which have been employed on the Bourse in 
French securities, having profited presumably from the 
revalorization, will return to their country of origin. The 
great flow of capital and credit will turn away from 
France. 

One cannot yet gauge the rhythm of this reabsorption 
movement, nor exactly measure its effects. It is to be 
feared that it will lead rather rapidly to a rarefaction of 
resources on the French market, and, as a result, a 
crisis. To avoid this it is necessary to limit the deflation 
to the excess circulation, and we have no serious 
guarantees that this will be the case. 

We do not know if it is intended, or if it is possible, 
to bring back the circulation to the exact proportions 
required by the economic life of the country, nor whether 
the inevitable reflux of speculation can be regulated 
better than the influx which preceded it. 

In short, the great defect of this stabilization is that 
it has come too late, that a situation was allowed to arise 
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which could be reversed, but whose development cannot 
be controlled. 

On this vital point M. Poincaré has departed volun- 
tarily from the plan of the experts. In vain did the latter 
insist in 1926 on the urgency of immediate stabilization, 
regarded by them as a point of departure, and not as a 
point of arrival or a distant measure. 

Apart from any financial policy, when taking up an 
important task and confronting such delicate problems it 
is prudent to learn the ideas of the experts, and it is 
nearly always imprudent to depart deliberately from 
their advice. Made at the right time, with the sole 
purpose of adapting it to the needs and the possibilities 
of the country, stabilization would have brought many 
more advantages and much less danger. 

On yet another point M. Poincaré has tended to show 
his independence of the plan of the experts; the Jatter 
conceived of stabilization as preceded, or at least accom- 
panied, by the settlement of the inter-allied debts 
question. 

The President of the Council preserves a disdainful 
silence on this subject. I shall not refrain from repeating 
that this is a great mistake. 

Lately the Republican Congress in America has again 
reminded us of the continued intransigence in the attitude 
of the creditors of Europe. All Europeans must hope 
that, in spite of everything, the U.S.A. have not 
said the last word, and that the impossibilities which 
oppose the huge and continuous transfers from one 
continent to another will be finally realized by our old 
allies. 

But to refuse to come to any agreement, and at the 
same time completely to ignore the payments which have 
all the inconveniences of unratified agreements without 
any advantages, is not to facilitate the approach of a 
solution. Quite the contrary. It is an elementary 
principle of accounting to determine exactly the debits 
and credits of any undertaking, of any financial enterprise. 
But this does not prevent any endeavour to modify 
advantageously the items open to such modification. 
By systematically avoiding any settlement of inter-allied 
debts the Minister of Finance is leaving in a dangerous 
obscurity two considerable items on the debit side. 
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In reality, for two years all the financial operations 
of the French Government have been perverted by the 
intrusion of a policy of prestige. It is this policy which 
made it pursue for so long the dream of a revalorization 
which would have been catastrophic if it had not been 
chimerical. 

It is easy to realize how painful it must be to a 
statesman who was in supreme command of the nation 
between 1914 and 1918 to declare to the country that the 
final result of the war is reflected by the devalorization of 
the national currency reduced to a fifth of its value, and 
by crushing payments to its allies lasting for sixty-two 
years. But the greatest virtue of a statesman is not so 
much to see the truth as to say it. It is also true that 
this is most difficult to practise. 


American Methods of Bank 
Lending 


The Bankers’ Acceptance 
By H. Parker Willis 


N a former article, the practice of American banks in 
| financing instalment sales was reviewed, and the 
extent to which this type of paper is making its way 
into American bank portfolios was indicated. The 
present discussion is intended to outline, in much the 
same way, the extent to which bankers’ acceptances have 
been developed in the United States and are now found 
in the portfolios of American institutions. The subject 
has the same interest, from the point of view of those who 
are concerned to form a correct estimate of banking 
trends in the United States, that is possessed by the study 
of instalment paper or of other methods of financing. 
It has also, however, a very special importance just at 
this moment from the point of view of the foreign banker 
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because of the fact that foreign institutions (including 
foreign central banks) are in the habit of maintaining 
balances of so large a size in the New York market. 
The Secretary of the Treasury estimated the amount 
held on open account for foreign central banks last 
November as being about $2,000,000,000. Prevalent 
opinion is to the effect that this figure should be increased 
rather than diminished in order to get an accurate idea 
of the present situation. From time to time, large 
portions of these balances are invested in interest-bearing 
paper, and some of the Federal Reserve banks have been 
in the habit of strongly advising foreign institutions to 
purchase bankers’ acceptances. This they have done 
in many instances largely in the thought that, should 
they find it necessary to realize suddenly, they would 
have no trouble in disposing of these acceptances through 
the Reserve system—a view which may or may not 
prove to be well founded should Reserve bank lending 
conditions at any time become strained. At all events, 
the character of the paper in which foreign banks are 
placing so large a degree of confidence is of the utmost 
significance to them. 

The history of American bankers’ acceptances may 
be very briefly told. Prior to the organization of the 
Federal Reserve system in 1914, practically none were in 
existence. Creation of time obligations by national banks 
was regarded as in opposition to the National Bank Act, 
while state banking statutes had quite generally copied 
the interpretation of national law in this particular. In 
the so-called “ Aldrich Bill’ of 1912 (prepared for, and 
recommended by, the National Monetary Commission), 
provision had been made for allowing the issue of bankers’ 
acceptances either in domestic or foreign trade. This 
same provision in an altered form appeared in the Federal 
Reserve Act. Permission to create acceptances was, 
however, limited to an amount equal to 50 per cent. of 
the capital of any (national) bank, though this figure was 
later raised to 100 per cent., and it was required that in 
order to go above 50 per cent. the permission of the 
Federal Reserve Board (based upon the sound condition 
of the bank) should first be obtained. Acceptances, 
moreover, were to be made only in foreign trade. Soon 
after the opening of the war, strong banking influences 
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which had from the outset desired to see the acceptance 
power broadened, succeeded in having the authority to 
create acceptances extended to domestic trade, while an 
additional 50 per cent. could be made in the form of 
“dollar acceptances’ or “ dollar drafts.’’ The latter 
were acceptances made on a finance basis and without 
any accompanying documents, but their use was pre- 
sumably to be confined to the trade between the United 
States and those countries whose business was distinctly 
seasonal. The apparent intent of the provision was to 
permit American banks to finance trade with these 
countries in the “ off seasons,”’ the thought being that 
money so advanced would be repaid before the year was 
out, through the natural development of commerce. 
Most of these changes in the scope of the national accep- 
tance legislation were quickly copied by legislative bodies 
in the more populous states, so that a very broad and 
free acceptance-granting power was given to banks of 
all kinds, both state and national, by the close of the 
year 1918. 

The opening of the war and the growth of dependence 
on the part of foreign powers upon the American market 
shortly led, after the adoption of the Reserve Act, to 
grave distortion of the original intent of the acceptance. 
Instead of being used to finance actual sales of goods as 
the Reserve Act (and the amendments thereto, for that 
matter) had required, acceptances began to be used to 
finance the movement of munitions of war to the battle- 
front. ‘“‘ Revolving acceptance credits ’’ were introduced. 
These were binding agreements whereby groups of banks 
undertook to establish a credit, running for two years or 
more in some cases, through the issue of acceptances of 
maturities not over go days (the maximum maturity 
permitted under the Federal Reserve Act), one group of 
banks after another accepting as the older paper ran out 
and thus providing the funds with which to take up such 
older paper. Although the Reserve Board endeavoured 
to check the development of this kind of lending by moral 
suasion, its efforts were of no avail. Revolving acceptance 
credits continued to grow, and were succeeded, after the 
close of the war, by still more serious innovations and 
distortions of the original intent of the law. Conditions 
became so bad that _in 1921 a committee of examiners 
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were allowed by the then Comptroller of the Currency 
to make an inquiry into the acceptance practices of banks, 
and to report the result. They did so, and found almost 
inconceivable laxity in the conditions under which 
acceptance credits were granted, particularly those which 
were made to finance domestic transactions. The types 
of business which were financed in this way were neither 
liquid nor staple as required by the law, and by the early 
regulations, nor were they, on the whole, very carefully 
selected. In foreign trade, acceptances were often made 
to finance the process of manufacturing, provided that 
such manufacturing was “intended” for exportation. ‘ 
In short, the acceptances then outstanding were in large 
measure merely a kind of accommodation paper given for 
the purpose of making loans under conditions which 
otherwise would not have been possible, if banks were 
willing to adhere to the provisions of existing law and 
regulation. 

An effort on the part of the Reserve authorities 
to improve this state of affairs was only partially 
successful. There has been undoubtedly, during recent 
years, an abandonment or curtailment of some of the 
worst practices which had become characteristic during 
and just after the war. Revolving acceptances have been 
largely displaced—at least in the form in which they were 
originally developed. The Reserve Board, however, has 
had to yield to severe pressure from bankers who desired 
to obtain a more liberal means of lending their spare funds 
or granting credits. Accordingly, in 1922, the Board 
issued a new acceptance regulation which practically 
surrendered al] of the restrictions it had previously sought 
to apply from a central source, and placed unreservedly 
in the hands of Reserve banks the duty of testing and 
reviewing the kinds of transactions that might give 
rise to acceptances. As a result of this concession or 
permission, some of the Reserve banks have been inclined 
to admit a great variety of types of transactions of un- 
liquid nature and of somewhat dubious desirability. 
A favourite form of acceptance transaction, for example, 
has been that in which an acceptance agreement is entered 
into by a city bank in favour of an association of farmers, 
usually formed on the co-operative basis. Such a group 
of farmers have produced, say, cotton, and are under the 
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necessity of selling it at once in order to realize enough 
cash to pay their production expenses, unless they can 
borrow. Under the typical acceptance agreement the 
cotton is placed in warehouse, and the acceptances when 
drawn are protected by warehouse receipts representing 
the ownership of the cotton. The acceptances will then 
be issued and reissued on the revolving plan, up to a 
maturity of say eight or nine months. Agreement is 
entered into that the cotton thus “ carried” shall be 
sold at a specified rate per month, so that the bank shall 
not be placed in the position of carrying a crop over from 
one season to another—always a hazardous thing to do 
on account of changes in surplus stocks. The bank, 
however, has to incur, of course, the danger that is 
involved in having its funds “ tied up” in a commodity 
which may or may not sell well in the market and whose 
owners may be constantly pleading to be allowed a little 
more delay before they are called upon to dispose of their 
monthly allotment, if market conditions are not satis- 
factory to them, so that they find themselves in danger 
of losing money. While a great deal more might be said 
of the uses to which acceptances are put, space forbids 
full treatment. The following table, however, furnishes 
information as to the amounts of different types of 
acceptance that are actually outstanding, and suffices to 
show in a general way what percentage of the paper may 
have been made on a really liquid basis : 


CLASSIFICATION OF BANKERS’ ACCEPTANCES AS OF MARCH 31, 1928 








| Based on 


| Goods 

Federal Ware- To Create | Stored in 
Reserve Imports Exports Domestic house | Dollar | orShipped 
District Credits Exchange between 
Foreign 
Countries 








3 $ 3 $ } 3 3 
1 Boston ‘ig 49,956,159 | 38,559,338 2,983,917 | 22,195,148/ 1,113,775! 21,537,253 
2 New York -. 230,730,676 328,281,433 11,278,685) 95,756,935) 27,146 3079 120,126,765 
3 Philadelphia .. 9,279,061 363,728 2,360,110 2,445,492 — 724,280 
4 Cleveland wa 5, 343, — 948,098 3,270,120 4,781,673 2,369,254 
5 Richmond . , 680,741 258,323 3,820,346 900,000 | 99,984 
6 Atlanta 7,962,597 228,400 1,518,748 = 250,000 
7 Chicago 5,203,338 522,046 15,852,519 —_— 3,908,927 
8 St. Louis 507.482 = 454,100 -—— 250,172 

9 Minneapolis 12,429 15 50,000 2,504,300 — = 
10 Kansas City —_ 45,000 — 208,333 
1i Dallas ” 2,248,292 noe 5,049,066 — 428,666 
12 San Francisco. . 10, 529. 362 3,871,049 23,704) 11,482,560 10,000 2,326,192 





328,449,345 | 388,638,525 | 21,075,305 165,905,887 29,169,854 | 152,229,826 
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_COMPARISON OF CL -ASSIF ICATION TOTALS 





March 31, 1928 | March 31, 1927 





$ } $ 

Imports i ti and a 0 328,449,345 | 320,322,187 
Exports Sa ar a cs aa 388,638,525 | 285,402,147 
Domestic e act sity ae im 21,075,305 | 17,926,369 
Warehouse Credits .. a a se 165,905,887 108,918,666 
Dollar Exchange 29,169,854 21,674,729 
Based on G —~ Stored ‘in or ‘Shipped “d 

between Foreign Countries 152,229,826 | 55,201,623 





| 1,085,468,742 | 809,445,721 





Growth in the volume of acceptances has been both 
great and fairly rapid. This increase could not have 
occurred without the development of a satisfactory 
market for the paper, since the main purpose of borrowing 
in this way is to get direct access to the money market in 
an assured form that will promptly produce cash for the 
holder of the acceptance. It was recognized from the 
opening of the Reserve banks, therefore, that the creation 
of such a market would be an absolute prerequisite to the 
attainment of any real success in the placing of the paper. 
Accordingly, from the very first days of the Federal 
Reserve system, constant attention was given to the 
development of such a market (while on the other hand 
it was sought, so far as practicable, to confine this 
acceptance market to New York). The Reserve Board, 
however, early found itself driven to recognition of the 
difficulties involved in the building up of an artificial 
demand for acceptances; and, in order to prevent the 
new paper from assuming the status of a financial 
foundling, it felt obliged to open the portfolios of the 
Reserve banks to it by making a rate for acceptances 
which would be so attractive as to give the accepting 
banks a real argument in favour of the paper. Moreover, 
the Board was disposed to be very chary in granting the 
full acceptance power to the smaller banks outside of the 
cities. In all, it has up to the present time granted full 
acceptance permits (up to 100 per cent.) to about 230 
banks (out of a total membership of about 9,000). Reserve 
banks, however, have not been cordial to the acceptances 
made by country institutions, so that it is estimated that 
in fact only about fifty or more—certainly only a small 
proportion—of the banks that have been licensed to 
accept have habitually done so, while of this number a 
much smaller group have been able to obtain a regular 
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market for their acceptances and hence to build up any 
business beyond a merely nominal amount in this kind 
of paper. The opposition of Reserve banks to the accep- 
tances of the smaller institutions has usually been based 
upon a more or less well-founded criticism. Numerous 
instances wherein a comparatively small bank has 
accepted up to its full accepting power for a very small 
group of borrowers and has then sought to discount or 
sell the whole of this paper directly at a Reserve bank are 
not wanting. Reserve banks therefore have wisely done 
what they could to prevent such acceptors from getting 
a favourable reception for their paper, and of course the 
attitude adopted by the Reserve banks has speedily been 
followed by other buyers of acceptances. 

The trouble with the situation is that this critical 
attitude has not been extended to the acceptances of the 
larger banks. As just remarked, Reserve banks have been 
quite hospitable to paper made by these larger institutions 
for the purpose of carrying agricultural products as well 
as for other purposes of a still more doubtful character. 
They have not, however, been inclined to exclude from their 
portfolios acceptances that have been made by banks that 
were largely in the stock market. The result has been 
that a great many banks that wished to get more money 
with which to sustain stock market loans have done so 
by carrying their customers on the acceptance basis—the 
acceptances being then used to replenish the available 
funds of the bank by placing them with the Reserve banks. 
In this way, and as a result of failure on the part of Reserve 
banks to discriminate between speculative and non- 
speculative acceptors, a considerable volume of accepted 
paper has undoubtedly come into existence for the direct 
purpose of furnishing funds with which to sustain the 
call loan market. it is not strange, therefore, that the 
development of an actual market for the acceptances has 
been difficult. Country banks have been exhorted to buy 
the acceptances of the larger banks instead of lending 
their funds on call, and for a time some were inclined to 
follow this advice. As they have learned, however, that 
the advice thus given by large banks is seldom followed 
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by the latter, few of them holding any considerable amount 
of acceptances in their own portfolios, the smaller banks 
have naturally recurred to the practice of lending at call 
and getting their interest from that source direct, par- 
ticularly as it was usually more profitable to do so than 
to purchase acceptances. Accordingly, Reserve banks 
have found it necessary to sustain the market by prac- 
tically buying at times the whole body of currently-issued 
acceptances. Where they stand at this time, may be 
understood from the fact that reports for the last week in 
May 1928 show Reserve banks as the holders of approxi- 
mately $300,000,000 of acceptances while the total then 
in existence was about $1,000,000,000. Experienced 
financiers are more and more of the opinion that present 
Reserve banking policy can never succeed in building up a 
real market for the paper of the kind that has so long 
existed in Great Britain, until there is an entire change of 
front on the part of both Reserve and member banks. 
One of the most curious features of the present 
acceptance policy is seen in the fact that, whereas the 
Reserve banks have been so ready to admit acceptances of 
a somewhat doubtful variety, they have been so unready 
to have anything to do with many kinds of unquestionably 
sound acceptances. One requirement which is currently 
enforced by Reserve banks has been that the accepting 
banker or banking house shall have on file a copy of his 
statement with at least one of the Reserve banks. This 
requirement was at first regarded as a great burden by the 
large private banking houses in New York which are not 
members of the Reserve system but which want to sell 
their acceptances to the Reserve banks. They did not like 
to file their statements, even with the assurance that such 
statements should be held strictly confidential. They 
have, however, undergone a great change of heart, the 
requirement of a statement being now used to prevent 
the acceptances of foreign banks even of the most un- 
impeachable standing and character from being pur- 
chased by Reserve banks. Not long ago a western Reserve 
bank refused to purchase from one of its members the 
acceptances of one of the largest and strongest of European 
banks, giving as a reason for refusal of the paper (even 
with the endorseinent of the selling bank) the statement 
that the paper was “ ineligible ’’ because the accepting 
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bank had not filed a sworn statement with any one of the 
Reserve banks. In these circumstances, of course, the 
market which it has been sought to build up in the 
United States can never expect to attain much scope or 
to obtain any genuine recognition. It will necessarily 
always have a parochial character, the acceptance thus 
continuing as merely a cheap way of getting funds from a 
Reserve bank. 

The question how far foreign bankers or foreign 
interests, in general, with funds in this market are wise in 
the purchase of American bank acceptances is thus very 
well worth discussion. As has already been seen, every 
effort has been used to make it appear that the purchase of 
these acceptances is a sound and safe way of using bank 
funds. And yet the conviction grows stronger, as the case 
is more and more closely examined, that such purchase 
is wise only if the acceptances are themselves shown in 
each case to be sound and properly made according 
to well-recognized standards. In brief, the mere fact 
that an acceptance is “‘ eligible’ at Reserve banks is in no 
sense a sufficient recommendation of it as a sound purchase. 
In order to be good paper for ownership by a foreign 
bank, such paper ought to possess the qualifications 
which go to make up a good short-term investment in, 
say, the London market. Application of this criterion will 
shut out a good many of the acceptances that are now 
being made from consideration. In short, the fact that 
American bank acceptances have been given an artificial 
status through the support accorded them by Reserve 
banks is not a good reason for their ownership. Par- 
ticularly does this conclusion seem to be well warranted 
when we consider the fact that Reserve banks themselves 
are likely before a great while to reach a point at which 
they may have difficulty in maintaining the acceptance 
market upon its present inflated basis. 

The acceptance problem is moreover a question of 
first importance from the domestic standpoint, and in that 
aspect it offers some exceedingly instructive lessons to the 
general student of banking and of banking technique. 
Acceptances are not likely to be issued upon a successful 
basis by any except the larger and better managed banks 
in the United States, and this may as well be made widely 
known, country banks being encouraged to refrain from 
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accepting except under conditions of a very special local 
character. But on the other hand, the larger and more 
successful banks can never be expected to get a wide 
market for their acceptances (outside the very artificial 
one offered by the Reserve banks themselves) unless they 
keep out of the speculative sphere and devote themselves 
primarily to commercial financing and lending. Even 
then they are not likely to gain a wide acceptation for 
their paper unless they are themselves willing to hold the 
acceptances of other banks as a secondary reserve. Thus 
far many American banks have apparently supposed 
that they could use acceptances as a means of getting 
something for themselves and of making a profit, refusing 
to admit the correlative practice of buying and holding 
the acceptances of others and thus of sacrificing some 
potential profit which might be made by putting their 
funds into the call market or otherwise employing them 
at the maximum possible rate of interest. It is as difficult 
in banking as it is anywhere else to have one’s cake and 
at the same time enjoy eating it. 


Central Banking Bulletin 


BANK OF ENGLAND 


URING the past month the Bank of England’s 
D position has been strengthened considerably as a 
result of the heavy influx of gold from New York 
and from other sources. The gold reserve has reached a 
new record in the history of the bank, while the note 
reserve in the banking department was also exceptionally 
large. In spite of this the Court did not consider the 
moment opportune for a reduction of the bank rate, 
owing to the uncertainty of the French situation and to 
the high money rates prevailing in New York. It is 
believed that official quarters will endeavour to maintain 
the bank rate at 44 per cent. throughout the year. 

The building operations of the bank are making good 
progress, especially in the eastern wing. The gold reserve 
and the gold stock held on foreign account have been 
transferred to the vaults under this wing, pending the 
completion of the western wing. 

c 
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BANK OF FRANCE 


The currency reform has brought about fundamental 
modification in the situation of the Bank of France. It 
is believed that M. Moreau would have preferred the 
rate of 126.10 to be fixed as the legal value of the franc, 
as it is exactly one-fifth of the pre-war parity. Apart 
from this point, however, the terms of the Bill were, on 
the whole, in accordance with the desiderata of the 
Bank of France. As a result of the revaluation of the 
bank’s gold reserve, the Government’s indebtedness is 
wiped out, apart from 3,000,000,000 f., which will remain 
a permanent advance. The reserve ratio is well over 
the legal minimum, which has been fixed at 35 per cent. 

In the course of his speech in the Chamber, M. Poincaré 
made reference to the French gold purchases in London 
last year. He stated that, in order not to cause incon- 
venience to the Bank of England, the Bank of France 
had decided to discontinue these purchases. This is the 
first official statement concerning the matter, and is 
of great importance from the point of view of the 
co-operation of central banks. 


BANCA D'ITALIA 

The shareholders’ meeting of the Banca d'Italia has 
approved the scheme of capital increase, the details of 
which were published in this section last month. It has 
agreed to the creation of a governor’s post, to which 
Signor Bonaldo Stringher, general manager of the bank, 
will be appointed. He will be succeeded as general 
manager by Signor Azzolini, who is at present secretary- 
general to the Treasury. Signor Introna will be appointed 
assistant general manager. 

The Bank of Italy continued to increase its gold 
reserve during the past month through moderate pur- 
chases in New York. Although the lira had an adverse 
trend, it has been decided to reduce the bank rate and 
the rate of advances on securities from 6 per cent. to 
54 per cent. 

REICHSBANK 

In his interim report the Agent-General of Repara- 
tions, Mr. Parker Gilbert, pointed out the necessity of 
returning to a full gold basis. Although in virtue of the 
law the Reichsbank’s notes are convertible into gold, the 
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convertibility remains suspended until the time is 
considered opportune for its restoration. It is believed 
that the Reichsbank will take this step in the near future. 
Its gold stock has been further strengthened by the 
purchase of $5,000,000 of Soviet gold, which is stated to 
have been bought on favourable terms. 


Swiss NATIONAL BANK 

The council of the Swiss National Bank has passed 
a resolution advising the Government to restore the full 
gold standard. In 1914 the convertibility of its notes 
was suspended, though since the end of the war the Swiss 
National Bank has been willing to sell gold occasionally. 
It has maintained the exchange around par during the 
last few years by means of operations in the foreign 
exchange market. The National Bank regards the 
restoration of a full gold standard as the desirable end, 
but considers it necessary to adopt the gold bullion 
standard during a period of transition. 


BANK OF POLAND 
On the occasion of its hundredth anniversary 
the Bank of Poland published a magnificent volume 
containing the history of the bank, which was originally 
formed in 1828. In 1886 the Russian Government 
ordered the liquidation of the bank and transformed it 
into a branch of the Imperial Bank of Russia. The 
Bank of Poland was re-established in 1924, after the first 
currency reform. Its statutes were thoroughly revised 
on the occasion of the second currency reform in 1927. 
M. Karpinski, president of the Bank of Poland, paid 
a short visit to London to exchange views with Mr. 
Montagu Norman. In a statement published in the 
‘Financial News” he said that the Bank of Poland has 
been buying small quantities of gold every month in 
the open market, and that, owing to the improvement in 
the gold situation, the Bank of England would not mind 
if it were to increase its gold purchases. He also said 
that it is his intention to transform into gold a great 
part of the foreign currency reserve of his bank. 


BANK OF DANZIG 


It has been rumoured recently that Polish interests 
have been endeavouring to acquire a controlling interest 
C2 
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in the share capital of the Bank of ry As a result 
of purchases on Polish account the price of the shares 
underwent a sharp rise. As the majority was held firmly 
in German hands it is doubtful whether the Polish group 
succeeded in acquiring the control. 


NATIONAL BANK OF BULGARIA 

The net profits of the National Bank of Bulgaria 
declined from 148,900,000 leva for 1926 to 44,700,000 leva 
for 1927. The decline is explained to be the consequence 
of the changes in the nature of the bank’s operations, 
and also of the bank’s endeavours to improve the general 
credit situation in the country and to stabilize the 
exchange. Of the net profits 42,500,000 leva have been 
added to the reserves, while the balance has been added 
to the pensions fund. 

SOUTH AFRICAN RESERVE BANK 

In the course of the shareholders’ meeting of the 
South African Reserve Bank the governor, Mr. Clegg, 
gave some interesting details concerning South African 
balances in London. In reply to critics who objected to 
the temporary investment of these funds in London, 
Mr. Clegg stated that they are not transferred to London 
with the object of investing them there. It is inevitable 
that balances should accumulate in London in adjustment 
between imports and exports. 

Mr. Clegg states that there are three ways by which 
the transfer of funds could be made. One is to draw 
sovereigns from the Bank of England, and to ship the 
gold back to South Africa in that form—an absurd pro- 
ceeding, as South Africa can turn out as many sovereigns 
as she wants, by her own Mint, out of her own gold. 
The second is to import goods from Great Britain, which, 
of course, neither the Reserve Bank nor any other bank 
can properly do, as they are not trading concerns. The 
third method of transfer is to exchange the London 
balances for South African money with some merchant 
or bank who requires funds in London in order to pay 
for imports. And this is exactly what the Reserve Bank 
does. It buys £30,000,000 to {40,000,000 worth of 
bullion every year, and obtains balances in London when 
it sells the bullion. It sells the greater part of these 
balances to the other South African banks which require 
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them for financing imports, but there is generally a 
floating balance of {6,000,000 to £8,000,000, which 
varies according to the demand of the other banks for 
sterling exchange. These are the balances which are 
temporarily invested in London. 


BANK OF JAPAN 
Mr. Junnosuke Inouye has resigned the governorship 
of the Bank of Japan on the ground that he has accom- 
plished the stabilization of the financial situation which 
was the object of his taking office. His successor is 
Mr. Kuocho Hijikata, who has been vice-governor of the 
bank; he is succeeded in that post by Mr. Eigo Fukai. 


CENTRAL BANK OF CHILE 

The Central Bank of Chile has ordered all banks 
operating in the Republic to cease to pay interest on 
current account balances under 50,000 pesos as from 
May 10. Banks are permitted to pay interest on amounts 
exceeding that sum at the rate of I per cent. 

The Central Bank has initiated a campaign against 
the deterioration of its notes. To that end it is dis- 
tributing note-cases among the working classes. 


Scottish Institute of Bankers 


The fifty-third annual general meeting of the Institute 
of Bankers in Scotland was held at 62 George Street, 
Edinburgh, on Monday, June 4. Mr. Norman L. Hird, 
General Manager of the Union Bank of Scotland Limited, 
President of the Institute, presided. 

The Report of the Council showed a total roll of 
4,946, an increase of 208 on last year’s figures. 

The annual examinations of the Institute were held 
at thirteen Scottish centres, and in London, on March 6 
and 7 last. The total entries numbered 1,774. 

The prizemen in the various sections were : 

Honours.—Hugh Rennie, Jun., North of Scotland 
Bank, George Street, Aberdeen (170 marks =85 per cent.). 

Members.—-George S. Walker, Union Bank of Scotland, 
Nethergate, Dundee (792 marks =88 per cent.). 

Associates —Thomas F. Mowat, Royal Bank of Scot- 
land, 3 Clifton Terrace, Edinburgh (721 marks=go per 
cent.). 
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A Vital History’ 


ERY properly, the histories of our great financial 
\V institutions are beginning to be written. In 
England, Martins, and certain of the old private 
banks of the counties, have put on record the story of 
their early days, with portraits of their founders, thus 
giving us a practical measure of the immense distances 
traversed in two centuries, and the erection of that great 
system of promises called Credit, upon which, save fo: a 
tiny fraction of silver and bronze small change that 
circulates from retail shops and services round through 
the banks, the complex civilization of the United Kingdom 
depends. 

Of the great English institutions that have come into 
being during the last thirty years, only Barclays has as 
yet published anything at all commensurate in interest 
with this history of the Royal Bank of Scotland. Most 
advisable it would seem that the habit should become 
more general. The subject of finance generally is being 
accorded, increasingly, every day, its proper importance. 
The study of it by original records and practical experience 
is necessarily impossible to the vast mass of the nation, that 
may be called upon, at any moment, to vote upon some 
crucial aspect of the matter. It is therefore to be hoped 
that we have not seen the last of these banking histories. 

For the purpose of assessing the value of the work 
before us, the history of Barclays Bank, published last 
year, furnishes a sufficient contrast. Both volumes 
have been produced free of the restraints of commercial 
necessity ; both have gained by the first-hand reference 
to private records, and been embellished by reproductions 
of privately-owned portraits. Mr. Neil Munro, to whom 
the compilation of this history has been entrusted by 
the Royal Bank, has done his work thoroughly and well. 

The result enables us to see the fact that can never 
be seen too clearly—that, under the smooth joint of the 
union that rests upon convenience and accommodation, 
the essential difference between England and Scotland 
remains as distinct as ever it was. Herein lies the use 





* “The History of the Royal Bank of Scotland, 1727-1927,” by Neil 
Munro. Privately printed by R. & R. Clark, Ltd., 1928. 
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of Mr. Munro’s native pride, and thoroughly does he rub 
in to us the virtue of Scotland’s particular currency 
arrangements, which did not so much anticipate those 
to which England was forced in 1914 and since, as 
perpetuate a different series of national circumstances and 
prejudices. Quite rightly Mr. Munro begins with the 
state of Scotland at the close of the seventeenth century, 
the Darien tragedy, the union. The three are intimately 
linked. Weare no strangers to the fact that land barriers 
are far more impermeable than sea ones. Scotland had 
learned her civilization more from the Continent than 
England. While individually highly gifted with physical 
energy and mental alertness, the Scots were relatively 
few, poor, isolated and out of touch with the European 
situation. Their connection with England was chiefly 
through intermarriage of the Royal families, conceived 
as a salve to immemorial enmity, but productive of every 
disaster. Beside England, with its clearly defined, if 
infant, representative institutions, Scotland had almost 
the air of a theocracy. Thus was conceived the Darien 
scheme, in that heyday of new and glittering Colonial 
adventure. It was a Scottish rival of the English East 
India and Hudson Bay Companies. Its father was 
Paterson, who established the Bank of England-—as 
Mr. Munro says—‘a residual product from a brain in 
which fermented far more romantic and_ grandiose 
projects.”” It is interesting to compare Paterson with 
his compatriot and contemporary, Law, who, from a home 
on the North Bridge, went first to London and then to 
Paris, to the glory and tragedy of the Mississippi scheme. 
Both had the brains, the individualism, the love of 
argument (shown by involved economic tracts); both 
performed great services for countries not their own; 
both died very poor if not penniless. 

We need not therefore marvel at Paterson’s failure. 
We may rather marvel at his ever having made a begin- 
ning. But he did. He not only invented the idea, he 
got the leading Scottish nobles to induce King William 
to give sanction to an Act of the Edinburgh Parliament 
incorporating a Scottish East India Company, and 
knowing that the northern kingdom could not raise 
the million that he deemed requisite, got more than half 
subscribed (and paid up) in England. Scotland (almost 
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entirely the Lowlands) found in cash £220,000, a gigantic 
effort in the circumstances. 

It was all lost. The story of Government neglect, 
trade jealousy, tropic climate and Spanish enmity cannot 
be told here. We need only notice that, as Mr. Munro 
says, Paterson was not of that type of promoter who 
sends others out to take arisk. He went himself. When 
he returned, convinced of defeat, he had lost not only his 
money but his wife. The final collapse of the scheme 
caused such disaffected feeling in Scotland, owing to the 
suspicion of English complicity, that the union was 
inevitable. Even so, it was so ticklish a business that 
it went through only by douceur, a grant from England 
to Scotland, in respect of the high proportion of taxation, 
the proceeds of which would now pass to England. 
This “‘ Equivalent Fund” was administered by Com- 
missioners in liquidation of the Darien scheme. But so 
halting was the administration that many Scottish 
creditors sold their rights. The purchasers formed them- 
selves into a society, which became, after an abortive 
attempt at amalgamation with the Bank of Scotland, 
then enjoying a monopoly charter, at the expiration of 
this, a separate chartered bank, under the title of the 
Royal Bank of Scotland. This was in 1727. 

Among the other movements of the union period was 
the refashioning of the coinage, a reform long overdue, 
and the first impetus of that extraordinary wave of 
industry and prosperity that swept over Scotland with 
a rapidity and suddenness unequalled in history, except 
perhaps in the history of Holland, where other influences 
and conditions prevailed. Did not these two converging 
facts determine the Scottish preference for small notes, 
which they retained until confirmed by the events of 
1914, and now will hardly be weaned from ? 

Mr. Munro is most entertaining about the establish- 
ment of the New Bank as it was immediately called. 
Its site had to be in High Street, of course, and was 
chosen at Ship’s Close, the two tenants being given a 
“compliment ” of £50 and {25 respectively to vacate. 
And here the staff of eight, of whom two were personal 
servants of the cashier and accountant respectively, and 
one the messenger, were installed, at an annual salary 
list of £476 13s. 4d. The librarian of the Advocates’ 
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Library translated the charter into Latin, strong boxes 
were made, and stationery to the extent of {26 purchased, 
including ‘‘ pownce ”’ or sand, the blotting-paper of those 
days. All being ready, the doors opened for business, 
and the staff attended as required. Oh, Golden Age! 

Thus, on the wreck of poor Paterson’s Darien scheme 
was founded a rival to the Bank of Scotland—founded 
so literally that some of the directors and staff had 
actually belonged to the former Colonial company. The 
Bank of Scotland, as might be expected, bore no particular 
goodwill to the rival establishment ; the two banks took 
sides in politics—the old bank, Tory-Jacobite; the new, 
Hanoverian Whig. They declined to “clear” with 
each other, and organized “‘ runs ”’ by accumulating one 
another’s notes. More than once events of greater 
moment interrupted this harmless warfare. Anyone 
who knows Edinburgh will realize how conveniently 
situated were both banks when they had to pack up and 
retreat into the Castle before the threat of Highland 
invasion; and surprisingly easy it seems to have been 
for them to close their doors and remain shut, if they so 
desired. The Royal lent money at 5 per cent. somewhat 
more freely than the “old” bank, and is said to have 
instituted the cash credit or unsecured overdraft; and 
curiously, allowed 5 per cent. on deposit. 

One inevitable result of a note currency the Royal 
had to face, and that was forgery. They took a serious 
view of this capital crime, and saw to it that the culprit, 
when convicted, was duly strung up before any appeal for 
pardoncould be got through. The forger who turned King’s 
evidence was let off with deportation, and good care was 
taken that he remained deported. The matter is compli- 
cated by the fact that, so strong was the Scottish currency 
habit of notes, that halves and quarters of them passed 
current in theCanongate. The taskof cancellation canonly 
be visualized by those who have been concerned with it. 

Thus environed and equipped, in the year 1772 the 
Royal Bank faced the first Scottish credit crisis, and rode 
it out. We hear also of new banks around it, new 
branches, by no means always successful, and of the 
inception of the system of agents which is so characteristic 
of Scotland, reminiscent of the old part-time banking and 
individual independence, 
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The real break with the seventeenth century, with 
the old obscure provincial Scotland, poor and suspicious 
and always in trouble, was made by the move to the new 
town. More completely than any other capital one can 
think of, Edinburgh walked right away from the cramped 
feudalism of its medieval old town. Its great glory, the 
laying out of George Street and Princes Street, reverses 
exactly London’s great tragedy, when, with the ground 
cleared by fire, Wren was prevented from laying out a 
capital that would have been worthy of the British 
Empire. Between 1780 and 1828, when the Royal Bank 
moved into one of those palladian mansions that look 
out over sea and hills, Edinburgh solved for ever the 
problem that still lies ahead of those who inhabit the 
lightless, dry aquariums of Lombard Street and the 
adjacent lanes and passages. There is a whole history 
of eighteenth-century Scotland in the account of how the 
but and ben, called the ‘“ Peace and Plenty,” in whose 
garden pedestrians from the old town used to stop for 
strawberries and cream during their evening walks, 
became the site of an Italianate palace in petto, which, 
with adjustment, was made to house the head office of 
the Royal Bank. The name of Adam is associated none 
too surely with the matter; but taking a larger view, the 
lay-out of the whole new town bears so strong an impress 
of Adam influence, that one need not quarrel over one 
building. It is not as though Adelphi Terrace were a 
mile square, and had such a view. 

So we come to the nineteenth century, the opening 
(successfully this time) of branches, the age of credit 
cycles, and the gradual rise to predominance of Glasgow 
in the mercantile world. We get a glimpse of the 
inveterate honesty of Sir Walter Scott, and the righting 
of his monetary affairs in the eyes of the world. In 
contrast we have the troubles of the Reform Bill era, 
when Glasgow established a reputation which it has 
never lost, and when the Glasgow sharpshooters mounted 
guard over the offices of the Royal, a sight which was 
not repeated until the General Strike of 1926. Then there 
came the City of Glasgow Bank failure, with its profound 
effect on sentiment as regards limitation of liability. 
Like all its compeers, the Royal took its part in tiding 
over that disastrous convulsion. 
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The great age of British progress then flowed on 
without interruption, bearing the Royal, like all other 
financial institutions, on its flowing tide. ‘‘ Happy is 
the banking system that has no annals,’’ quotes Mr. 
Munro. We know he is right ; but we may well be grateful 
that he has succeeded nevertheless in finding a good deal 
of material worthy of permanent record. In a history pri- 
vately printed it is but just that purely personal matters, 
the steady succession of hard-headed and scrupulous 
officials, should be recorded, though not many names are 
known to the general public. There is, in the eighties 
and nineties, no one connected with the bank as pic- 
turesque as the portrait Mr. Munro reproduces of John 
Campbell, cashier from 1734 to 1777, who appears in 
the tartan, with claymore, dirk and targe, and a distant 
prospect of Arthur’s Seat in the background. 

Quite at the end, Mr. Munro is able to conclude in a 
note which bears out the high vitality, the essentially 
national character of Scottish banking, and of the Royal’s 
policy in particular. The amalgamation habit has taken 
firm hold of English banking since 1890. The Scottish 
banks, fewer in number and possibly less “‘ private ’’ in 
character, three of them chartered, and all of them upon 
broader bases than any private concern, had _ been 
naturally less affected. Strong necessity alone had caused 
the absorption of smaller or weaker concerns. After 
the war, the now gigantic English conglomerations 
invaded the northern kingdom, and began a series of 
arrangements with Scottish banks, approximating to 
amalgamation, but not destroying their individuality. 
The Royal, in 1924, suddenly reversed the process by 
swooping down on London, and taking over the old 
bank of Drummonds. It is true that the bank dated 
from 1717 and was founded by a Scotsman, but the event 
caused no littie stir, and, Mr. Munro says, was very 
gratifying to Scottish sentiment. Drummonds had some 
remarkable records of early members of the family 
organizing the defence of Edinburgh against Highland 
armies, and collecting in Amsterdam moneys due to that 
picturesque and unfortunate prince, whom the Scots 
called the Chevalier de St. George, and Englishmen 
the Pretender. 

One closes this vital history with regret. 
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German Banking 


By Our Berlin Correspondent 


HE high tide of German loans in America has 
quickly ebbed. What many people in Germany 
feared, when after months of quiescence the New 

York market was suddenly flooded with German issues, 
has soon proved true. This is shown by the fact that in 
the case of almost all issues more or less large portions 
still remain unplaced. So a halt has again been called 
with American loans. Different circumstances have led 
to this comparative lack of success. In the first place, 
the capacity of the American capital market was over- 
estimated. This mistake arose, not on the German, but 
the American side, since the competition of American 
bankers for German business is extremely keen. But the 
statistics of the American balance of payments for 1927 
which have recently appeared show how erroneous the 
conception is that regards America as an inexhaustible 
reservoir of capital which can satisfy European credit 
demands without trouble. According to the American 
statistics the total of loans to abroad in 1927 was 
$1,558 million, against which stood $562 million of 
repayments, commissions, and other such items. The 
net balance was therefore about 1 milliard dollars. This 
total would only cover the deficit of the German trade 
balance alone and, of course, only a small part of the 
American issues accrued to Germany. There are many 
reasons for doubting the reliability of the American 
figures, but, however large the error may be, they show 
in any case that European, and in particular the German, 
capital demands are no negligible quantity for America, 
and that Germany has every reason to restrict to the 
utmost its demands on the New York market. But the 
reason for the sudden stagnation of the market on this 
occasion is that the German issues came just at a time 
of crisis on Wall Street. The stringency of the money 
market arising from the Stock Exchange situation 
naturally had an unfavourable influence on the fate of 
the German issues. 

At the last moment the scanty success of the German 
loans led to a noteworthy episode. After some delay a 
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5 million dollar loan of the Giesfiirel Company for electrical 
undertaking was placed at short notice through Harris, 
Forbes & Co. Although the loan was only a 6 per cent. 
one, it was taken over at 96 and offered to the public at 
100. The reason for this high price was the share option 
linked up with the loan. For this purpose the Giesfiirel 
Company had placed at the disposal of Harris, Forbes 
for the 5 million dollar loan, shares to the nominal value 
of 5 million reichsmarks. In fact, a preliminary pros- 
pectus stated that 1,000 reichsmarks of shares would go 
with each 1,000 dollars of loan. There was some surprise 
in Germany when suddenly in the final prospectus only 
2°5 million reichsmarks of shares were offered for option 
to the subscribers instead of 5 million reichsmarks. The 
remaining option shares were evidently retained by 
Harris, Forbes & Co. Nobody of course was prejudiced 
in Germany by this, and in America only those who had 
subscribed on the basis of the preliminary prospectus and 
had not subsequently transferred their holdings. But 
the case is symptomatic, because the action of Harris, 
Forbes can evidently only be explained by the fact that 
the American banking house wished to ensure itself 
beforehand against a loss on the issue which seemed 
unavoidable in the existing state of the New York market. 
Since the New York market is closed the current 
of loans has again turned into the German market. 
Rather surprisingly Prussia has come in with 50 million 
reichsmarks of 6 per cent. loan which will be redeemed 
within ten years from 1934 at 110. The issue price was 
93, and the Joan therefore costs the Prussian State 
84 per cent. Of the 50 millions, 30 millions were placed 
outside the market with the savings banks. The moment 
for issue is regarded as propitious, since at the end of the 
half-year large dividends accrue from coupons and seek 
investment. For the same reason all the large mortgage 
banks are coming out with new issues in these weeks. 
The “‘ Deutsche Stadtetag,”’ an organization of all the 
large German cities, has now published statistics of the 
indebtedness of towns with more than 25,000 inhabitants 
According to these figures their total loan indebtedness 
amounts to 2°7 milliard reichsmarks, of which 692 millions 
are attributable to the revalorization of pre-war loans. 
Since the stabilization, new loans have been taken up to 
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the amount of 2,012 millions, of which 1,398 millions were 
raised at home and 614 millions abroad. In addition, 
there are 811 millions of short-term loans. The statistics 
showing the utilization of these loans are interesting :— 


Mn. R.M. Percentage of Total. 
Internal External Internal External 
Loans. Loans. Loans. Loans. 

Gas supply és o 39°0 59°3 2°8 97 
Water supply .. ji 17°4 63°3 1'2 10°3 
Electricity supply +s 67°38 316°1 4°9 51°4 
Traffic undertakings .. 122°8 138°4 88 22°5 
Canals .. o es 64°1 18 46 0°3 
House building and 

settlement .. «s 303°5 iy 20°2 O'4 
Agriculture os 8:2 _— 06 -— 
Other busine ss enterprises g2°2 60 6°6 10 
Roads .. oe ..  190°7 orl 13°6 — 
Schools .. as -a 64°6 —- 46 — 
Infirmaries ee ‘ea 2°I - 30 
Land acquisition 129°3 ae 
Sports grounds and parks 18°3 mm 
General administrative 77 44 

purposes, etc. — 120°9 260°7 } 
Unutilized loans ne 170 — rs — 


Not included in these statistics are the debts of those 
municipal undertakings which are constituted as in- 
dependent joint stock companies, even if all the shares 
belong to the municipalities. Under this category come 
the largest electricity, gas, water and tramway, etc., 
enterprises. 

Some other statistics which have just appeared 
throw an important light on the structure of Germany’s 
public finances. The official Statistical Bureau has 
collated the public expenditure of the Reich, the States, 
and the municipalities for 1925-26, and compared it 
with the last pre-war year, 1913-14. According to this 
expenditure was distributed as shown in following table. 

The figures show that public expenditure has nearly 
doubled since 1913-14, but that nearly 4o per cent. of 
the increase is attributable to direct war burdens, although 
in 1925-26 reparation payments were still one milliard 
below the maximum payment. But, in addition, the 
increase in the expenditure on social services by about 
2°87 milliards is primarily due to the necessary welfare 
work following the results of the war. In any case, the 
statistics show how greatly the structure of German 
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Percentage of 











In Mill. R.M. Financial Needs. 
1925-6 1913-4 1925-6 1913-4 

General administration 789°4 483°6 54 7 
Defence .. a i 633°3 1,821°8 4°4 25/1 
Police .. i ‘a 7230 221'9 50 3z1 
Justice .. wa “a 552°3 340°5 38 4°7 
Social services .. 3,987°6 I,121°0 27°5 15°4 
Economic developme nt 302°8 158°3 7 | 22 
Transport a tis L272 848-0 ‘ag Ir7 
Education ats bus 2,388°9 1,395'8 16°5 1g‘2 
War burdens .. 3,094°9 62°5 21°4 0’9 
Financial administration 668°8 259°6 4°6 36 
Debt service... ma 196° 500'1 I°4 69 
Other expenditure eS 23°6 39°5 o'2 05 
Total... --  14,477°9 7,252°6 100°0 100°0 


public finance differs from that of the other great Powers, 
since the two items which play the greatest part in the 
budgets of the victorious Powers—army and navy and 
debt service—have been reduced in Germany to about 
one-third. 

The Berlin Bourse has relapsed into stagnation for 
several weeks. Three factors were mainly responsible 
for this sudden change in tone after a period of long 
although moderate, rise in prices. First, the changing 
tendency in New York with its reaction on Paris and 
Brussels. The Berlin: Bourse has shown comparatively 
good powers of resistance. The market is not overbur- 
dened with speculative commitments, since the credit 
restriction initiated by the Reichsbank against the Bourse 
more than a year ago (on the famous May 13) has kept 
the Berlin Bourse very steady. But business has come 
to an almost complete standstill. Foreign orders keep 
aloof, and the home market is under the double preoccupa- 
tion of a setback in business, which seems indicated by 
various symptoms, and of continued difficult monetary 
conditions, the solution of which has been vainly attended 
through the influx of American loans. Also, the prospects 
of a reduction in the Reichsbank discount rate have again 
become doubtful. Finally, the outcome of the general 
election of May 20 is very little in accordance with the 
desires of the Bourse. A cabinet with a Socialist Chan- 
cellor and a Socialist Minister of Finance imposes caution 
on the Bourse, since although Chancellor Miller and the 
Finance Minister, Dr. Hilferding, are quite moderate 
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men, nevertheless, they must pay regard, especially in 
their taxation policy, to the wishes of their supporters 
and to the competition of the growing Communist Party. 
How far they will go in this can only be judged when the 
programme of the new Government is presented. 


Law Reports 


By Our Legal Correspondent 


N unusual claim has been made recently against a 
A bank paying a trade acceptance over the counter. 
We refer to the case of Auchterlonie & Co. v. 
Midland Bank, Ltd. (‘‘ Weekly Notes’’ for April 14, 1928, 
p. 103), tried by Mr. Justice Wright. The plaintiff firm 
claimed the sum of £876 gs. od. in the following circum- 
stances. On March 21, 1924, there became due a bill 
drawn by the plaintiffs on the Nigerian Products Ltd., 
and accepted by that company payable at the branch of 
the Midland Bank in Liverpool where they had their 
account. These acceptors notified the bank of the 
acceptance, and although they were overdrawn at the 
time, the amount being within the agreed overdraft 
limit, the bank agreed to meet it. The plaintiff’s cashier, 
a man named Woodward, obtained in the usual way the 
endorsement of a partner in the plaintiff firm, and it was 
then his duty to send in the bill to the plaintiff’s bankers 
for collection through the clearing house. The endorse- 
ment was in blank, and Woodward instead of dealing with 
the bill as he should have done personally presented it 
on the due date at the counter of the acceptors’ bank 
(the defendants) and received the proceeds which he 
fraudulently converted to his own use. It was not until 
1927 that this and other frauds were discovered, when 
Woodward was sentenced to imprisonment. Then the 
plaintiffs commenced the action against the Midland 
Bank for the amount of the bill so paid to Woodward, 
alleging that there was a clearing house in Liverpool, 
and the almost universal custom was that trade bills, 
especially for a large amount, should be presented through 
the clearing house procedure. The bank adduced 
evidence to the effect that although presentation of such 
a bill over the counter was most unusual it was not 
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irregular, and contended that it was the duty of the bank 
to pay, and that they had no right to make inquiries 
before paying unless there was something very striking 
about the appearance of the man who presented the bill 
(e.g. if he were obviously a tramp, a postman or an 
office boy). As the learned judge said “ the case appeared 
to be without precise precedent.” 

The plaintiffs’ case was based on these grounds: 
(1) Negligence of the acceptors’ bank in cashing over the 
counter a trade bill of large amount when the usual 
practice was by the clearing house procedure; (2) Money 
had and received to the use of the plaintiffs; (3) Conver- 
sion of the bill. Mr. Justice Wright decided adversely 
to the plaintiffs on each head of claim. As to negligence 
there was, he pointed out, no privity of contract between 
the plaintiffs and the defendant bank, and nothing on 
which to base any duty of the defendants towards the 
plaintiffs. The only duty owed by the defendant bank 
was to their customers the acceptors. As to money had 
and received, it was clear that the defendant bank held 
no funds of the plaintiffs. Even had the acceptors after 
payment provided funds for the bill they would not be 
provided for the plaintiffs, but to repay the loan due to 
the defendants on the overdraft. The acceptors’ advice 
to their own bank to pay was solely as between these two 
parties and gave no right to the plaintiffs as against the 
defendants. For the third head—conversion—the plain- 
tiffs apparently relied on the principles of such a case as 
A. L. Underwood v. Bank of Liverpool (1924), 1 K.B., 
775, 790, and contended that there was such a departure 
from usual banking practice in the presentation of a 
commercial bill of so large an amount for payment over 
the counter that the defendant bank were put on inquiry 
and could not have paid it without wilfully closing their 
eyes to the realities of the position. Further, the plaintiffs 
urged that the bank could not rely on section 59 of the 
Bills of Exchange Act and allege they had discharged 
the bill by payment in due course because they were put 
on inquiry and in the circumstances had notice that the 
holders’ title to the bill was defective. ‘But the judge 
pointed out that the bill bore a genuine endorsement in 
blank and that the bearer (Woodward) was the holder 
and cited the general observations in Bank of England v. 
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Vagliano Brothers (1891), A.C. 107, per Lord Selborne 
at p.127, as to the position of a bank in regard to a bill 
presented by the holder for payment over the counter. 
He held that a bank in such a case was not bound to 
make inquiries merely because cash was asked for over 
the counter—‘‘ the law merchant had always recognized 
such presentation as due presentation sufficient to require 
the bankers, in the absence of very special circumstances 
of suspicion, to pay. To treat that which was merely 
infrequent or unusual as irregular by the law merchant 
would be to make an inroad on the established rules of 
the law without sufficient ground.”” The bank succeeded 
therefore in resisting the claim as they had paid the bill 
in due course on behalf of the acceptor to the holder at 
maturity. ee 

The history of the case of Jebava v. Ottoman Bank, 
noted in our number for November 1927 (Vol. iv, No. 22), 
is now concluded by an interesting judgment of the 
House of Lords. This case again illustrates the disparity 
to be found in judicial decisions upon well-defined facts 
and also the sound common sense that usually is exhibited 
by the House of Lords in its judicial capacity. We 
reported the salient facts of the case in our previous issue 
when noting the judgments in the Court of Appeal, but 
in order to appreciate the position it is necessary to 
recapitulate them briefly. 

Mr. Jebara, the plaintiff, was a Manchester merchant 
who claimed against the defendant bank the proceeds of 
certain bills collected by them. The course of dealing 
for many years had been that the plaintiff purchased 
Manchester goods for consignment to customers in Turkey 
and drew bills on these customers, handing the bills 
and also the bills of lading of shipped goods to the 
Manchester branch of the defendant bank. Upon this 
the bank made him an advance of 80 per cent. on the 
amount of the bills which, with the shipping documents, 
were then sent out to their Beyrout branch, who collected 
the price in piastres from the customers in exchange for 
the goods, and credited the Manchester branch in their 
books in sterling with the face value of the bills. When 
the Manchester branch was advised by the Beyrout 
branch that each bill had been paid, a cheque for the 
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amount indicated on the face of the bill, less the amount 
of any unpaid advance, was handed to the plaintiff. In 
accordance with this practice a large quantity of goods 
had arrived in Turkey for customers at Beyrout, and the 
bills and documents in respect of such consignment were 
in the hands of the Beyrout branch when war was 
declared between this country and Turkey on November 5, 
1914. Notwithstanding the outbreak of war the Beyrout 
branch delivered the goods to the customers, and took 
payment in piastres to an amount equivalent to the face 
value of the bills, calculated on the then rate of exchange 
with London, the bills all being in this form : 

Please pay to our order value cheque on London the sum of 

sterling. Value received. Shipping documents attached to 
be given up upon payment. 

As war had broken out the Beyrout branch could 
have no communication with Manchester, and found 
themselves in possession of a sum of piastres which they 
could not remit to Manchester. But after the war, in 
August 1919, the defendant bank offered to remit the 
equivalent of the sum in piastres they had received at 
the rate of exchange then prevailing. As the rate of 
exchange during the war had fallen from 110 to 550 
piastres to the £ sterling, naturally the plaintiff was not 
agreeable to this, and claimed the full face value of his 
bills in sterling, and he sued to recover their full amount 
or, alternatively, the value of the goods or damages for 
their conversion. 

The bankers’ case was that they had not received 
money in sterling in respect of the goods, and that they 
had performed their obligation to the plaintiff by 
crediting him with piastres which they had been unable 
to remit to him on receipt, and that the variation of the 
currency rate of exchange did not concern them, and 
any fall must be borne by the plaintiff. The bank also 
relied on a treaty clause which, however, all the courts 
concurred in saying did not apply. Mr. Justice Rowlatt 
had ignored the alternative conversion claim, and had 
given judgment for the plaintiff for the full sterling value 
of the bills, holding that the Beyrout branch had accepted 
piastres as the equivalent of sterling, and although the 
transaction could not be completed by a transfer and 
adjustment as between Beyrout and Manchester, the 
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bank was, nevertheless, bound to account to the plaintiff 
for the amount of the bills in sterling, having regard to 
the form of bills and the cause of dealing. The bank 
had in law been paid in sterling or its equivalent and 
must account in sterling. 

The Court of Appeal also gave judgment in favour of 
the plaintiff, but not on the head of claim or the grounds 
relied on by Mr. Justice Rowlatt. The Appellate Court 
decided the case on the alternative claim of conversion 
and varied the judgment of the court below by finding 
the bank guilty of conversion of the goods and ordering 
an inquiry as to damages in the absence of agreement 
between the parties. The argument of the Court of 
Appeal was in substance this: At the outbreak of war 
the contract was unperformed, the goods were undelivered 
and unpaid for, and were in possession of the Beyrout 
branch under a contract still unperformed; the war 
dissolved the contracts between the customers and the 
plaintiff and between the plaintiff and the bank; con- 
sequently the bank could no longer claim to act under 
its mandate and the customers could not legally claim 
the goods, and the bank by surrendering the goods were 
acting on a mandate that had ceased to exist and were 
guilty of conversion. 

On reference to our issue of November 1927 it will be 
recalled that the bank sought to justify their action as 
“agents of necessity,” and the remarks of the Lords 
Justices on the limits of such a plea which we commented 
upon still remain as valuable dicta. But their view of 
the case that there was a conversion is now overruled. 
For the House of Lords unanimously recalled that 
judgment. 

Lord Dunedin disposes of the idea of conversion 
effectively by pointing out that the law as stated by the 
Court of Appeal as to the effect of war on the contract 
is wrong: “It is not every executory contract that is 
abrogated by the war; it is only a contract that is still 
executory, and which for its execution requires inter- 
course between the English subject and the enemy. 
Now this contract had been partially carried out, the 
bills had been endorsed, and the bank had been handed 
them, and the endorsed bills of lading. From that a 
subsidiary contract arose, i.e. the contract that on 
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payment of the bills the shipping documents should be 
handed over. Now to execute that no intercourse 
between an English subject and the enemy was necessary. 
The bank was a Turkish subject, and the Syrian merchant 
was a Turkish subject. The bank was, in my view, 
perfectly entitled to do what it did; nay, more, it might 
have been forced to do it by the Syrian merchant on 
producing proof that he was the real consignee of the 
goods, and proffering payment of the bill. That, in my 
view, shuts out any idea of conversion.” 

So far then, the appeal of the bank against the 
judgment of the Court of Appeal, varying Mr. Justice 
Rowlatt’s judgment, succeeded. But they did not 
conclude the case since the House of Lords, although 
recalling the erroneous judgment of the Court of Appeal 
in favour of the plaintiff, restored the original judgment 
of Mr. Justice Rowlatt in favour of the plaintiff. The 
Law Lords held that on the true construction of the 
contract such judgment giving the plaintiff the full 
sterling value of the bills should have effect. In the 
result the bank lost its case in the House of Lords and 
had to pay all the costs. 

Their Lordships rested their judgment on a deter- 
mination of the true meaning of the transaction. If our 
readers refer back to the form of the bills set out above 
they will find that, apart from the words “ value cheque 
on London,” the bills are expressed to be for a sum in 
English currency or sterling and that only payment in 
sterling would be a proper payment of the instruments. 
But, said the bank, the words “‘ value cheque on London ”’ 
alter the effect by affirming that the only proper payment 
was by tendering a cheque on London ; that was not done ; 
therefore the bank’s only liability arose not from the 
terms of the bill but from the fact that they held Turkish 
piastres for the goods. Those piastres they were willing 
to return. It was as though they had put them in a box 
ready for return so soon as (the war being over) they 
legally could do so. As Lord Dunedin pointed out— 
the bank did not “ put them in a box”’ but traded with 
them in the usual way. ‘ 

But whatever they did with them, the first question 
arises, ‘Is the bank’s view of the effect of the words 
‘value cheque on London’ correct?’ Lord Dunedin’s 
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answer, in which his colleagues concurred, was as 
follows : 

I do not agree with this view of what the words “‘ value cheque on 
London” meant. I think they meant no more than this: that it 
must be quite understood that the payment which obviously would 
not be made in Beyrout in actual English currency, must be so calculated 
as to represent what a cheque on London for the amount on the bill 
would cost. That the words are pleonastic may be admitted, but 
what an absurd result is reached by the interpretation the other way. 
The Syrian merchant comes forward to take up the bill and get the 
goods. The bank itself would sell a cheque on London, the price of 
such a cheque for the sum in the bill would be calculated on the 
exchange of the day, and just because the merchant pays in piastres 
the same sum instead of asking for a cheque and then handing back 
the cheque as soon as received, it is to be held that he has not properly 
taken up the bill. My view is this: that as the bank in Beyrout accepted 
the payment in lawful money from the Syrian merchant and handed 
over the goods, it constituted itself, as in a question with the drawer, 
debtor for the sterling amount on the face of the bill. 

His Lordship examining further the bank’s contention 
said : 

It is true that the part of the original contract which provided for 
a remittance of the proceeds could not be carried out. But that fact 
did not abrogate what had been already done, i.e. the endorsations 
and what followed thereon. The liability of the bank, in my view, 
rests not on the original mandate, but on the fact that, being entrusted 
with the goods, they parted with them on payment of the bill, and 
thus we come back again to the original question of what acceptance 
of the payment really meant, which is what I have already dealt 
with. They constituted themselves debtors in sterling and, therefore, 
in steriing they must pay. 

In the result all Courts found against the bank but 
on differing grounds. 


Lloyds Bank v. Chartered Bank of India, Australia 
and China, reported in THE BANKER of January 1928 
(Vol. v, No. 24, at p. 72), has been before the Court of 
Appeal. That Court upheld the decision of Mr. Justice 
MacKinnon in favour of the plaintiff bank on its main 
claim, but varied his order by allowing the full amount 
claimed. The judge below had reduced that amount 
by giving credit for moneys repaid to the plaintiff bank 
by their defaulting servant, but the Court of Appeal held 
otherwise. That and the other points in the case merit 
more detailed report which requirement of space compels 
us to hold over to our next issue. 
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UNITED STATES 


LTHOUGH the expansion of American banking 
A during the last few years was the result of the 
general economic expansion, the Stock Exchange 
boom has undoubtedly accelerated the movement. The 
upward trend of bank shares has facilitated the issue of 
fresh capital, while the general optimistic atmosphere 
was favourable to amalgamations. It will be interesting 
to see whether the expansion will continue at the same 
pace now that the boom is over. During the last month 
or two, a great number of banks announced the increase 
of their capital to a considerable extent. Among others, 
the American Exchange Irving Trust Co. has decided 
to issue 80,000 shares of $100 at a price of $350, thereby 
increasing the capital by $8,000,000 and the reserves by 
$20,000,000. The total capital, reserves, and carry-over 
has thus reached $92,000,000. The Chase National 
Bank and the Chase Securities Corporation are also 
increasing their capital. It is rumoured that the New 
York Trust Co. will shortly increase its capital from 
$10,000,000 to $20,000,000. 

At the same time, the amalgamation movement is 
making progress both in New York and in other centres. - 
The latest rumour associates the name of the National 
Bank of Commerce with the First National Bank of New 
York. Should the two amalgamate, their combined 
resources would reach $1,029,306,000, and they would 
form the third largest bank in the United States, the first 
two being the National City Bank and the Chase National 
Bank. The amalgamation of the Bank of America with 
the Bowery and East River National Bank and the 
Commercial Exchange National Bank has materialized. 
The first statement of this amalgamated bank shows 
total resources of $393,223,000, of which deposits repre- 
sent $299,654,000. Another bank fusion about which 
agreement has been reached is that of the Bank of United 
States and the Central Mercantile Bank and Trust Co. 
The consolidated bank will have capital, reserves, and 
undivided profits of about $20,000,000, while its total 
resources will amount to $175,000,000. 
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Among out-of-town banks, the fusion of the Franklin 
Bank with the American Trust Co., San Louis, and of the 
American National Bank and the American Trust Co., 
Richmond, Virginia, deserve special mention. 

FRANCE 

The movement of capital increases continued during 
the past two months. Most of the banks which issued 
new shares pursued the object of securing the control 
of the banks in French hands. To that end, shares with 
plural votes are being issued. In the case of some leading 
banks, the occasion is used for obtaining authorization 
for a further increase of the ordinary share capital at a 
future date. For example, the shareholders of the Comp- 
toir National d’Escompte have authorized the proposed 
increase of the bank’s share capital from 250,000,000 f. 
to 525,000,000 f. There will be an early issue of 50,000 
shares of 500f. nominal, carrying plural voting right, 
ranking for dividend after the ordinary shares. The 
capital will thereby reach 275,000,000 f. The other 
250,000,000 f. will be issued if and when the board con- 
siders it convenient. The Banque Nationale de Crédit 
has made a similar arrangement. The Compagnie 
Algérienne is increasing its paid-up capital from 
100,000,000 f. to 105,000,000 f., and its authorized capital 
from 150,000,000 f. to 250,000,000 f. The new shares, 
amounting to 5,000,000 f., will carry plural voting right. 
Other capital increases announced recently include those 
of the following banks : 

Old capital. | New capital. 
(In Francs.) 


Crédit Commercial de France .. .. 120,000,000 126,000,000 
Banque Oustric & Cie .. oa “a 35,000,000 60,000,000 
Banque Dubois .. ea i 12,500,000 25,000,000 
Banque Centrale Parisienne Ag a 5,000,000 25,000,000 


The bank results published recently confirm the favour- 
able impression about the banking year of 1927. The 
following table compares them with the corresponding 
figures for 1926: 


1927 1926 
(In Francs.) 
Crédit du Nord .. ‘a wi ‘e 27,518,205 24,826,598 
Crédit National .. 13,942,000 ~- 


Banque des Pays. de l'Europe ‘Centrale 10,051,781 9,900,528 
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1927 1926 
(In Francs.) 

Zanque Oustric & Cie .. ne r 9,133,886 6,046,265 
3anque Nationale du Commerce Ex- 

térieur .. es ni 4 ag 3,082,329 3,727,798 
Banque du Sud-Est et de Paris és 2,984,760 2,617,227 
Banque L. Dupont & Cie a fe 5,002,823 5,105,957 
Crédit de l'Ouest a a ae 3,746,603 3,246,280 
Banque de la Sarre a a" fs 2,604,189 2,363,788 
Crédit Nantais. .. Sf be a 2,292,672 2,599,006 
Banque Industrielle de l'Afrique du 

Nord Nia ‘ub ee ‘ 2,664,187 2,323,796 
Banque de Syrie ~v én és 3,694,126 2,975,624 


A new French bank has been created at Bordeaux 
under the name of “Banque pour le Sud-Ouest de la 
France,”’ with a share capital of 10,000,000 f. Its board 
of directors include representatives of local banking and 
industrial interests. The Banque Italo-Francaise de 
Crédit has acquired recently the Banque Lautard & Fils, 
Nice. 

ITALY 

The crisis among small Italian banks continues 
unabated. Hardly a month passes without the announce- 
ment of a new failure. The latest suspension is that of 
the Banca Rean, Aosta, which has twelve branches and 
is one of the oldest banking firms in the district. Its 
position had been known to be difficult for some time past, 
but until recently hopes were entertained that a collapse 
might be avoided. It has now been ascertained that 
while its assets are negligible, its liabilities are about 
65,000,000 lire. The Banco Gallicani & Co., a small 
private banking firm of Milan, has also suspended 
payment; and the Banca Vercellese is to undergo a 
reconstruction, by which its share capital will be reduced 
from 5,000,000 lire to 50,000 lire, and the difference will 
be transferred to a special reserve. Subsequently, the 
capital will be raised to 2,000,000 lire. 

American capital is taking an increasing interest in 
Italian banking. Mr. Toeplitz, general director of the 
Banca Commerciale Italiana, has concluded an agreement 
with an American banking group to piace a large block of 
the bank’s shares in New York. The group will issue 
share certificates, and the Italian interests retain the 
voting rights of the shares. It is reported that a French- 








50 THE BANKER 


American financial group will acquire a large block of 
Istituto Italiano di Credito Maritimo shares. The Banca 
d’America e d’Italia, which is controlled by the Giannini 
group, proposes to increase its capital from 200,000,000 
lire to 500,000,000 lire. For the present, only 100,000,000 
lire will be issued, at a price of 200 per cent. In addition, 
a trust company is being formed under the name of 
Societa Ameritalia, with a capital of 200,000,000 lire. 

Two other small capital increases have been announced 
recently. The Banca Ugo Natali, Rome, will increase 
its capital from 12,000,000 lire to 15,000,000 lire, and the 
Credito Industriale Italo-Britannica, which was esta- 
blished in Rome a few months ago, will raise its capital 
from 3,000,000 lire to 5,000,000 lire. 

The Banca Commerciale Triestina earned a net profit 
of 9,190,549 lire for 1927, against 10,103,733 lire for 
1926. The dividend has been reduced from 8 per cent. 
to 7 per cent. 


GERMANY 


A number of small and medium banks have increased 
their share capital recently. Among others the banking 
firm J. F. Schroeder, Bremen, has increased its capital 
from 12,500,000 reichsmarks to 15,000,000 reichsmarks. 
The object of the increase is the expansion of the 
bank by means of opening a branch in Hamburg. The 
Deutsche Creditverein A.G., Berlin, has decided to 
increase its capital from 2,000,000  reichsmarks to 
10,000,000 reichsmarks. The major part of the new 
shares will be taken over by a group of Western German 
industrialists. The Deutsche Unionbank A.G., which 
is controlled by the Swedish Match Company, and which 
increased its capital last year from 1,000,000 reichsmarks 
to 2,000,000 reichsmarks, will further increase its capital 
this year to 4,000,000 reichsmarks. Its net profits 
amounted to 293,000 reichsmarks for 1927, against 165,000 
reichsmarks for 1926. The Berliner Bank fiir Handel 
und Grundbesitz will increase its share capital from 
1,000,000 reichsmarks to 2,000,000 reichsmarks. The 
Berlin private banking firm Alfred Fester & Co. will 
increase its capital by 260,000 reichsmarks to 1,000,000 
reichsmarks. The Amsterdam firm Proehl and Gutmann 
has taken a participation in the bank. 
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There was only one bank suspension announced 
recently, that is, the Leipziger Bankverein A.G., Leipzig, 
which is a small bank of purely local importance. It is 
announced that arrangements have been made for its 
reconstruction. The shareholders’ meeting of the 
Deutsch-Asiatische Bank, which is to decide about the 
reconstruction of the capital, will be held in July. It is 
believed that the share capital will be reduced from 
7,500,000 taels to 5,000,000 taels. Possibly the rate of 
reduction will be even more severe. 

The following figures compare the net earnings of 
some banks in 1927 and 1926: 


1927 1926 
Deutsche Raiffaisenbank .. ‘ .» 1,025,793 (loss) 52,816 
Ostbank fiir Handel und Gewerbe ‘i 546,000 343,000 
Garantie und Kreditbank fiir den Osten 488,493 206,439 
Barmer Creditbank . : , 85,000 129,000 


The Bankhaus Koch A.G. "is celebrated its 150th 
anniversary on June 3. It was established in 1788 asa 
merchant firm, and began to specialize in banking 
business about forty years ago. 


BELGIUM 


The fight for supremacy between the Société Générale 
de Belgique and the Banque de Bruxelles continues. 
The latter now proposes to increase its share capital from 
400,000,000 f. to 440,000,000 f. by the issue of 800,000 
shares of 50f. with plural voting rights. The Banque 
Générale Belge, which is within the sphere of interest 
of the Société Générale Belge, has raised its share capital 
from 100,000,000 f. to 200,000,000 f. 

Other capital increases include that of the Banque 
Industrielle Belge (formerly Banque Empain) from 
10,000,000 f. to 40,000,000 f., and the Banque Coloniale 
de Belgique from 3,000,000 f. to 20,000,000 f. 


HOLLAND 


The accounts of Dutch banks for 1927, which were 
published recently, show a general increase of the net 
profits. A number of banks have increased their divi- 
dends. Among others, the Netherlands Trading Society 
has increased its dividend from 8 per cent. to Io per 
cent., the Continentale Handelsbank from 6 per cent. 
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to 7 per cent., the Nederlandsche Bank voor Zuid Afrika 
from 6 per cent. to 63 per cent. The following figures 
compare the net profits for 1927 with those of the previous 
year : 


1927 1926 
(In Guilder) 

Amsterdamsche Bank .. i io 6,945,187 6,893,369 
Wollbank .. aa a ae ‘ia 1,015,233 921,465 
Bank voor de Middellandsche Zee .. 860,000 760,000 
Nederlandsche Bank voor Zuid Afrika 564,000 319,000 
Continentale Handelsbank - “s 700,000 641,000 
Twentsche Bank 5 oy 3,982,618 — 


The Amsterdamsche Crediet Maatschappij has decided 
to increase its capital from 3,000,000 guilder to 5,000,000 
guilder. Its dividend for 1927 is unchanged at 6 per cent. 


SWITZERLAND 


The latest capital increase is that of the Comptoir 
d’Escompte de Genéve. It is increasing its authorized 
capital from 50,000,000 f. to 75,000,000 f., and its paid- 
up capital from 45,000,000 f. to 60,000,000 f. A small 
provincial bank, the Bank von Wadenswill, will increase 
its capital from 3,000,000 f. to 4,000,000 f. The following 
figures compare net profits for 1927 and 1926: 


1927 1926 

(In Swiss Francs) 
Banque Cantonale Vaudoise .. a 3,884,488 3,876,839 
Banca della Svizzera Italiana .. re 743,431 720,838 
Kantonalbank Schwyz .. a ~~ 528,322 507,381 
Rhaetische Bank, Davos oa _ 216,764 216,701 
Creditanstalt in Luzern .. ne is 133,124 131,280 


A new finance company has been established at Basle, 
under the name of Finanz-Industrie-Trust A.G., with a 
share capital of 10,000,000 f., of which 7,500,000 f. is 
paid up. The British Shareholders’ Trust, Ltd., is among 
the promoters of the new company, in which German, 
Swiss, and Austrian banking interests participate. 


SPAIN 


The Banco de Cataluna has increased its paid-up 
capital from 11,500,000 pesetas to 25,000,000 pesetas. 
It was established in 1920 to take over the firm Fabrogas 
y Recasens. For the past six years it has paid a dividend 
of 6 per cent. A new banking firm has been constituted 
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in Barcelona under the name of Banca Magin Walls, 
with a capital of 14,000,000 pesetas. It has taken over 
the banking firm Hijos de Magin Walls. 

On the whole, banking profits for 1927 show an 
increase against 1926, as is shown by the following table : 


1927 1026 
(In Pesetas) 
Banco de Bilbao .. - iin i 17,854,869 17,156,761 
Banca Guipuzcoano - vi 2,909,715 1,895,340 
Credito y Docks de Barcelona 53 I,1I2,259 1,024,912 
Banco Urquijo de Guipuzcoa .. ‘a 860,199 741,894 
Banco Comercial de Tarrasa .. as 491,778 535,307 
Banco del Oeste de Espafia_.. ie 373,015 272,383 
Banco de Reus .. i ee i 388,874 386,320 


AUSTRIA 


The penetration of American capital in Austrian 
banking is making further progress. The Merkurbank 
will increase its share capital from 12,000,000 schillings 
to 20,000,000 schillings. The new shares will be taken 
over by a banking group including the Darmstaedter und 
Nationalbank and Messrs. Hallgarten & Co., New York. 
The shareholders’ meeting of the Wiener Bankverein 
confirmed the inclusion in the board of directors of the 
representative of Messrs. Dillon, Read & Co. 


HUNGARY 


The National City Bank of New York has submitted 
to the Hungarian Government a scheme for the esta- 
blishment of a mortgage bank which is to monopolize the 
issue of mortgage bonds. The capital of the bank was 
proposed to be 50,000,000 pengo, half of which would be 
taken over by the Government and the other half by the 
banks which are at present engaged in the issue of 
mortgage bonds. Hungarian banking interests were 
strongly opposed to the scheme, and at one time negotia- 
tions reached a deadlock. They have been resumed, 
however, with the participation of a representative of the 
Bankers Trust Company. 

The Hungarian General Savings Bank is increasing 
its share capital from 10,000,000 to 22,000,000 pengoes. 
The new shares have been placed in New York. Contrary 
to previous reports the Hungarian General Credit Bank 
will not increase its capital in the course of this year. 
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Baron Paul Kornfeld, managing director of the bank, 
who resigned his post last year, has now rejoined the 
bank. The general manager of the Hungarian Discount 
and Exchange Bank was in New York to negotiate for 
the issue of new shares which would be placed in the 
United States. 

The net profits of the Hungarian Land Credit Bank 
for 1927 were 1,029,286 pengo, against 842,661 pengo for 
1926. The dividend has been raised from 5 per cent. to 
6 per cent. 

CZECHOSLOVAKIA 

The net profits of the Slovakian General Credit Bank, 
which is affiliated with the Hungarian General Credit 
Bank, amounted to 3,629,578 crowns for 1927. The 
dividend has been passed once more. The last year was 
marked by an expansion of the bank’s activities. 
Deposits increased by 26,000,000 crowns, while discounts 
increased by 25,000,000 crowns. The Bank of the 
Czechoslovak Legions has decided to maintain its dividend 
at 7 per cent. The net profits showed an increase of 
100,000 crowns, amounting to 6,700,000 crowns. Pre- 
parations are being made in Prague for the establishment 
of a ‘“‘Money Council”’ to investigate monetary develop- 
ments. A meeting of the representatives of banks has 
decided not to raise the deposit rate at present, but the 
deposit rates for certain categories of banks will be 
altered. 


RUMANIA 


The International banking group which has under- 
written the new share issue of the Banque de Crédit 
Roumain, amounting to 75,000,000 lei nominal, includes 
the Banque de Paris et des Pays Bas, the Banque des 
Pays de l'Europe Centrale, the Oesterreichische Credit- 
Anstalt, and Messrs. Kleinwort, Sons & Co. The shares 
of 500 lei nominal are issued at the price of 750 lei. The net 
profits of the bank for 1927 amounted to 59,520,000 lei 
against 58,460,000 lei for 1926. The dividend remains 
at 18 per cent. The Banca Chrissoveloni, which has 
increased its share capital from 250,000,000 lei to 
350,000,000, produced a net profit of 47,871,000 lei for 
1927, against 47,421,000 lei for 1926. The dividend 
remains at 12 per cent. 
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The Swiss-Rumanian Bank increased its net profits 
from 14,625,000 lei to 16,642,000 lei. The dividend 
remains at 12 per cent. The net profits of the Banca de 
Est S.A. for 1927 amounted to 10,890,000 lei. The 
dividend remains at 18 per cent. 

The reconstruction scheme of the Viktoria Savings 
Bank of Arad has been elaborated. The National Bank 
of Rumania will increase the bank’s rediscount facilities 
from 90,000,000 lei to 190,000,000 lei, and the Banca 
Romaneasca and the Banca Albina will guarantee part 
of the bank’s liabilities. The creditors have to consent to 
a moratorium of three years during which period interest 
of 6 per cent. will be paid on their claims. 

YUGOSLAVIA 

The latest event in the movement of amalgamation of 
Yugoslav banking is the agreement for the fusion of the 
Yugoslav Discount and Mortgage Bank, Zagreb, with the 
Bank of Bosnia and the Agricultural and Commercial 
Bank of Belgrade. The new bank will havea share capital 
of 175,000,000 dinars, and will be the largest bank in 
Yugoslavia. 

The banking year in Yugoslavia was not particularly 
favourable ; the net profits of the Agricultural and 
Industrial Bank, Belgrade, which is associated with the 
Oesterreichische Creditanstalt, declined to the nominal 
figure of 28,000 dinars. While a dividend of 8 per cent. 
was paid in 1926, this vear the dividend had to be passed. 
The Jadransko-Podunavska Banka, Belgrade (one of the 
leading Yugoslav banks), will undergo reconstruction. Its 
share capital will be reduced from 120,000,000 dinars to 
55,000,000 dinars, while its reserve fund will be raised to 
about 6,000,000 dinars. No dividend has been paid for 
the last four years. The bank was established in 1905 as 
the Jadransko-Banka and assumed its present name in 
1924, when it absorbed another institution. 


GREECE 


The Greek Finance Minister has elaborated a decree 
ordering the banks operating in Greece to submit to the 
Finance Ministry a monthly return. The return is to 
contain the amount of cash, deposits with the Bank of 
Greece, deposits with other Greek banks, gold, foreign 
currencies, credits granted, bills discounted, sight liabilities 
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in drachmas, in gold, and in foreign currencies. This 
return has to be submitted within six months after the 
end of every month. 

The shareholders’ meeting of the National Bank of 
Greece, held on May 2, approved the accounts for 1927, 
showing a net profit of 35,135,000 drachmas for the 
second half of the year, against 32,589,000 drachmas for 
the first half. A dividend of 1,300 drachmas per share 
has been declared. 

BULGARIA 

The net profits of the Credit Bank of Sofia amounted 
to 2,051,419 leva for 1927, against 2,022,619 leva for 1926. 
The dividend remains 9 percent. The Banque Populaire 
de Sofia is celebrating its twenty-fifth anniversary. 
During 1927 its turnover amounted to 1,031,000,000 leva, 
an increase of 240,000,000 leva against 1926. Its capital 
was increased last year from 15,800,000 leva to 
19,800,000 leva. 

LUXEMBOURG 


The Banque Privée de Luxembourg, a small bank 
established in 1926 with a capital of 1,000,000 f. to take 
over the Banque Centrale Belgo-Luxembourgeoise in 
liquidation, has suspended payments. It is affiliated with 
the Union Handelsgesellschaft, Darmstadt, which firm 
has undertaken to pay its claims in full. 

The Société Luxembourgeoise de Crédit et de Dépdts 
produced a net profit of 1,584,518 f. for 1927, against 
1,601,594 f. for 1926. Its dividend remains at 6 per cent. 


POLAND 

The Bank of Poland and the Government, together 
with Polish timber interests, have decided to establish a 
bank for the purpose of financing the timber trade. The 
share capital will amount to 3,000,000 zlotys, and will be 
subscribed by the Polish timber trade associations. A 
number of banks have decided to increase their capital, 
as is indicated by the following figures : 


Present Increased 
Capital Capital 
(In Zlotys) 
Bank Cukrownictwa . ae in 6,000,000 8,000,000 
Westbank, Warsaw , a 5,000,000 10,000,000 
Powszechny Bank Kredy towy . 2,000,000 5,000,000 


Bank of Commerce & Industry, Poznan. I,000,000 1,500,000 
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Most banks have published their accounts for 1927, 
showing in the majority of cases an increase of the net 
profits and an expansion of their activity. The following 
figures indicate the net profits of some banks which 
published their balance sheets recently : 


1927 1926 
(In Zlotys) 
Bank Zwiazku Spolek Zarobkowych .. 1,689,160 1,237,005 
Bank Kwilecki-Potocki i Ska .. as 309,011 265,839 
American Bank of Poland ‘ i 302,557 — 
Bank of Commerce & Industry, Poznan .. 238,642 — 


The Bank Naftowy, Lwow, closed its accounts for 
1927 with a net loss of 10,054 zloty, owing to unfavourable 
conditions in the oil industry, in which the bank 
specializes. 





“They Say The Bank Has Broke” 
By R. H. Mottram 


T is a fortunate thing that these words can never 
| again fall upon our ears with the frequency, nor yet 
with the dreadful presage with which they fell upon 
our fathers’. From time to time, in the eighteenth cen- 
tury, and during the nineteenth with a regularity that 
gave rise to the theory of the “credit cycle,’” some such 
phrase would be whispered among the three-cornered- 
hatted crowd in knee-breeches, or the grave, whiskered, 
top-hatted crowd that filled, in those days, the market 
place or the narrow street. The words had an emotional- 
izing power we shall not recapture. They bore, to that 
so much more Bible-veading public, the accents of doom 
that were associated with “‘ Mene, Mene, Tekel, Upharsin.”’ 
And when we examine the grounds upon which grew up 
the swift, devastating panics of those days, we see one 
of the few benefits that the annihilation of space and time 
by machinery has bestowed upon us. The terror at the 
back of our grandfathers’ panic was due to its local nature. 
E 
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In some obscure, budding industrial town of the dales, 
in some isolated seaport, in some quiet county town of 
the shires, in London even, one man, or at most two, had 
become entrusted by custom, avarice, or by the mere 
helplessness of average human nature desiring, above 
all things, a leader, with paper wealth coined by the 
comparatively new and little-understood power of credit. 
This one, or these two individuals, possibly from careless- 
ness, greed or vanity, but often enough from sheer 
limitation of their one or two provincial, half-educated, 
wholly inexperienced minds, transferred those paper 
promises to one or two attractive, importunate, persua- 
sive borrowers. The balance sheet—if such a thing was 
struck, a fact very much to be doubted in most cases 
looked all right. The trouble, as in all earthly affairs, 
came from the presence of the better side of human 
nature—trustfulness, charity, friendliness. When some 
small, untoward incident, a bad harvest, a disturbing 
rumour, made one or two less secure of the bank’s 
customers draw out their little balances in cash, forced 
them to do so to pay current outgoings, it was difficult 
to be obstinate or mean. Or again, some of the smaller 
fry, receiving payments of their little dues in the bank’s 
notes, would come and demand gold for these, from the 
“stocking habit” inherited from peasant forefathers, 
from who knows what necessity or inclination. One or 
two others would see what was going on and think it no 
bad plan to have the coin of the realm instead of the local 
banker’s paper. Thus a slight pressure would make itself 
felt. The banker would call on the attractive, impor- 
tunate or persuasive borrower to repay; or, it may be, 
would seek to rediscount those bills he had bought so 
blithely the last time he took the coach to London. Then 
would he be met with the first refusals, and see that 
unknown and recently welcomed snow-man of credit 
melting away under a rainfall distress. There would 
follow subterfuge, the sending round of clerks from the 
back door to pay in gold at the counter. Successful, 
perhaps, if not detected. If unsuccessful, then very shortly 
would come that awful moment when the door had to be 
closed, some sort of a notice written out and posted up, and 
the morrow of ruin and disaster faced with what fortitude 
the individual banker could summon. 
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We are dealing, of course, with the exceptions. In the 
main, the old private banker was a person of imposing 
personality, great force of character, and a judgment we 
may well envy. But he was, not infrequently, a Quaker, 
often a man of indoor, sedentary habits, and subject to 
the morbidity of such a life. If he did allow himself to 
be drawn into pitfalls from which there was no escape, 
it is remarkable that he so generally waited for his 
examination, seldom ran away or took his life, and not 
infrequently made good later on. When Dickens drew 
the character of Merdle, he possibly supposed he was 
describing a new type of unheard-of depravity. Cer- 
tainly that creation, the heartless, witless gambler in 
credit, has had few enough followers. A sort of conscience 
seems to be bred with the habit of accounts, until today 
it is almost a question whether the newer habit of handing 
over our trading conscience to a new species of priest, 
called an auditor, is altogether a good one, excellent in 
efficiency and probity as all the better-known firms are. 

The local nature of those credit panics that used to 
assail the business community of these islands does 
explain them to a large extent, but there are other factors. 
What is the great difference between the England of our 
decade and the Merrie England of Chaucer and Froissart ? 
The printing press, the chequered advance of democracy, 
the multiplication of power by mechanical invention ? 
Greater than all these, including them all, and most 
peculiar to our English portion of these islands, is the 
steady, immense swing-over from being a self-contained, 
self-supporting country to being one dependent on an 
exchange of commodities that must be, for our safety and 
comfort, not only world-wide, but faultlessly fluid and 
swift. This process, now complete, was going on most 
rapidly during the period at which the panics were most 
regular. A new psychology was being engrafted upon us. 
The catastrophes that assailed the characters of 
Shakespeare were borne with some violence, a little prayer, 
and an acquiescent if wordy stoicism. We have, since 
Ig14, regained something of this outlook upon life. Not 
so the nineteenth century. The comparatively new and 
obscure force of credit was a young and tenderfplant, 
promising much, deceiving so tragically. The newly- 
settled town populations still preserved the instincts of 

E2 
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the village. Dimly they felt their new surroundings to be 
strange and hardly secure. ‘‘The Bank Has Broke” 
chilled their hearts as ‘““No Water” daunted the early 
explorer. We are more sophisticated. What would 
the men who framed the Act of 1844, or the committee 
that met at the Bank of England on Black Friday, 
November 14, 1890, have thought of August 4, 1914, 
when, for some few hours at least, the entire community 
was deprived of its bank balance? The fact was not 
realized, perhaps, but that very non-realization shows 
what a vastly different temper, in face of an immeasur- 
ably greater potential disaster, had grown up in four-and- 
twenty years. It seems safe to say that never again shall 
we be so isolated, credulous, and timid. We have, at 
least, the satisfaction of knowing the worst. We may 
never see gold again. We may never need to. 

The astonishing thing about our new fortitude is 
its rapid growth. Panics beset our forbears from the 
day of the South Sea Bubble, intermittently, until 
they became quasi-regular. Suddenly they ceased: 
granting an improvement in the handling of credit 
machinery by the arbiters of our financial destiny, 
there remains a great difference in us. Here are men, 
still alive, who have lived through events that happened 
less than sixty years ago, and seem as remote as tribal 
migrations. One such was induced lately to tell the tale, 
and reconstruct the picture of his own youth. 

The worst of the panic was not to be seen in the 
large town, which had several banks, possibly not all 
involved—had in any case, a railway which kept up some 
sort of communication with London and other towns, 
giving some sense of possible alternative, of lending, 
or of escape to some place where gold still circulated. 

But in the smaller places, on branch railways or no 
railway at all, where the “electric telegraph,” if any 
existed, could not be used for fear of gossip, the full 
impact of the disaster would fall upon a blank unpre- 
paredness. Such places had, late in the last century, 
some have even yet, a single bank branch, more com- 
monly called agency, of the strongest banking interest 
in the district. This would be situated in a private 
house, probably the best house in the market-place, 
and one which retained that essentially private, almost 
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‘domestic, aspect of the old private banking. From such 
a building the junior, probably the only, clerk would 
be sent on messages, an even more familiar figure than 
his master, the local “ agent.”” The “ young gentleman 
from the bank” had a rare position in such a place, 
something of the privilege of the acolyte mixed with the 
licence of the powder monkey. One such is still alive 
who narrates that his contract with the bank was “ Four 
pounds a quarter, to dress in black, post the ledger, 
cut the grass on the bowling green and feed Mr. 
(the agent’s) pony.” 

Thus continues his narrative: It wasasultry June day 
in 187—. He, the junior and only clerk, out on some mes- 
sage, saw, as he returned, a horseman draw rein at the bank 
door. He remembers that the horse, very blown, slipped on 
to its knees on the cobbles, and that the rider jerked it up, 
threw the reins over one of the white posts that, connected 
by chains, protected that almost sacred entrance, went 
in, and was closeted with the agent for some time. 

At the close of the interview the agent instructed 
the junior to take down from the wall its principal 
ornament, the lithographed, gilt-framed advertisement 
of the local insurance office. Not to admire it, nor to 
learn by heart any of those profound truths as to the 
utility and beauty of insurance printed on its face, but 
to inscribe upon the back—the only make-shift notice 
board available on the spur of the moment—these 
dictated words : 





Owing to the calamity of which the news has just been received 
this office will not be open for business until further notice. 


He was then ordered to close the bank door and 
fasten the notice upon the outside. He did so. There 
cannot be many men alive today to whom so solemn a 
duty has been delegated. It was rendered all the more 
formal by the fact that at such a place, in those days, 
the door of the bank remained open, within reasonable 
limits, so long as there was any business to transact. 
The London mail left in the middle of the day, and it 
was understood that anything so recondite-as a draft on 
London could wait until the morning. But the ordinary 
payment-in or withdrawal of “cash,” that is, coin, 
Bank of England, or local notes, went on, if necessary. 
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The closing of the door was therefore dramatic and 
final. 

At this particular agency there followed a sequel 
which is eloquent of the mentality of those days. While 
the agent and the fateful messenger had been shut up 
in the parlour, the chief innkeeper of the place had 
come to the counter and presented a cheque for the whole 
of his balance. Our clerk, knowing his man’s obstinate, 
masterful character, had asked without argument “‘ How 
will you have it ?’’ Receiving the reply, “ In notes,” 
he, in all good faith, counted out the firm’s own notes 
to the requisite amount and handed them over. 

It is not difficult to imagine the scene that night in 
the bar parlour. ‘‘ The Bank Has Broke” can have 
been the only subject, and it was almost the innkeeper’s 
business, as it certainly was his pride, to know more 
than anyone else about it. In point of fact he did. 
Some relative or crony had been as far as the county 
town that day, had returned as swiftly as the bank’s 
messenger, had given the innkeeper the news that had 
caused the peremptory closing of his account. He was 
able to announce that the banker, sole proprietor of the 
bank, had that day died by his own hand. Consternation 
naturally prevailed, and no doubt wondering sympathy 
was extended to him, known as he was to be a person of 
property and of banking transactions, by local standards, 
considerable. With what surly satisfaction did he grin 
and wink and answer that he had got his money out. 

““ What, in gold ? ” 

““ No, in notes! ”’ 

When it was explained to him that the bank’s own 
notes were involved in the debacle, he bore such a grudge 
that for the weeks of tedious winding-up and recon- 
struction (a neighbouring bank made an arrangement 
only too gladly seized by most of the impoverished public) 
the clerk at the bank was unable to go to his lodging by 
the main road and had to seek it by the garden backs 
and fields. He dare not pass the inn door. The inn- 
keeper whose cheque he had cashed was reported to be 
waiting for him with a double-barrelled shot-gun. 

It should not be inferred from these recollections, 
given simply because they are of the few still obtainable 
from an eye-witness, that the private banker was the 
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chief cause of the old-fashioned panic. In its earlier 
phases the joint-stock institution was every bit as dan- 
gerous, for the simple reason that where one man can 
guide and control an intricate new machine, a committee 
cannot. So much so that a Parliamentary Inquiry was 
set on foot, a commission appointed, witnesses summoned, 
and the result printed. The chief point was proprietor- 
ship. The witnesses spoke with horror of the prospect of 
a set of nobodies, Tom, Dick, and conceivably Harry, 
bargaining for bank shares of {10, or even £5 denomina- 
tion, and stoutly recommended the hon. members to so 
enact that all such shares should be of not less than £500, 
and non-transferable. A wonderful age it must have been ; 
no clearing-house, few cheques, but a great mass of usance 
bills and local notes liable to get out of hand and snow- 
ball up to unmanageable amounts without anyone being 
able to tell clearly when or why. And in spite of Parlia- 
mentary investigation it went on, with periodic crashes, 
for another half-century. How one wishes one could 
have the opinion of one of the witnesses (many of them 
private bankers, and possibly prejudiced) of our modern 
“joint-stock affairs,’ whose capital is owned by 50,000 
shareholders, whose branches number nearly 2,000, and 
whose transactions reach right round the world. With 
what moral alarm would not such a monstrosity have been 
viewed! One witness, indeed, had a gleam of that 
“inward light” of which the Quakers with whom he 
associated used to talk. He said that the “joint-stock 
principle” was spreading ; that “‘ the majority of the busi- 
ness of the country must, sooner or later, pass into the 
hands of such institutions ’’; that ‘‘ this would be gravely 
detrimental to the best interests of commerce.” 

Events have hardly justified him in the last article. 
From being intricate, credit machinery has become highly 
specialized. The habit of statistics, the reduplication of 
safeguards, has grown. Responsibility is shared until it is 
fractional. The fate of the unfortunate shareholders in 
the City of Glasgow Bank, who, after losing their own 
money, were saddled with liabilities many times as great, 
was an object-lesson. The substitution of cheques for 
bills, the disappearance of local notes, have had their 
effect. We may never again hear it said “‘The Bank Has 
Broke!” Let us pray so. 
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Table I GOLD HOLDINGS OF CE ANKS 


_ (IN_MILLIONs 3 OPE 
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FRANCE | 































2 | > GERMANY 
ENGLAND, USA. | BELGIUM | NETHER: |pENMARK| NORWAY | SWeEpiy eee 
3 4 | a a of \ 
At Home Abroad | Toul Ab 
1925 | 
MARCH 126°8 587°9 146°0 73°9 10°8 41°7 11°5 81 129 2 1 
APRIL... 126°9 583°5 146°0 | 73°9 10°8 41°7 11°5 81 | 199 1 
MAY 151°8 584°7 146°0 | 73°9 10°8 39°6 11°5 | 81 | «198 6 
JUNE 155°8 579°7 146°0 | 73°9 10°8 37°6 11°5 81 =| «139 7 
1926 
MARCH .. 144°2 575°2 146°1 73°9 10°9 35°5 11°5 81 | 126 Mee 1 
APRIL... 145°1 571° 14671 73°9 10°9 35°4 11°50 | 81 128 9 1 
May aS 147°0 57 146°1 73°9 10°9 35°3 50 |S 12°6 . 1 
JUNE 148°6 58% 14671 73°9 | 10°9 35°7 11°5 81 | 126 “ 1 
927-28 
amen “a 149°3 619°2 146°0 73°9 | 18°0 34°6 10°6 81 123 ¥ 
APRIL... 151°6 622°8 146°0 739 | 18°71 34°6 10°6 81 129 6 
May ee 153°8 630°9 146°0 183 | 182 34°6 10°6 81 123 5 
JUNE win 150°5 617°7 146°0 18°3 18°4 10°6 81 122 9 
JULY ¥s 149°5 619°1 146°0 18°3 18°4 10°0 81 12°9 3 
AUGUST .. 150°4 618°2 146°0 18°3 18°7 10°0 31 129 3 
SEPTEMBER 149°5 614°3 146°0 18°3 18°8 10°0 81 122 7 
OCTOBER .. 149°4 610°6 146°0 18°3 19°3 10°0 81 12°7 6 
NOVEMBER 150°1 597°9 145°9 18°3 19°7 10°0 $1 127 1 
DECEMBER 148°8 573°8 145°9 18°3 20°2 10°0 81 127 4 
JANUARY... 154°7 577°0 145°9 18°3 21°0 10°0 8°1 127 3 
FEBRUARY 157°2 578°2 145°9 18°3 21°2 10°0 31 129 3 
MaRCH .. 156°9 573°0 145°9 18°3 21°4 10°0 81 12°8 m1 
APRIL .. 157°4 564°8 145°9 13°3 21°7 10°0 81 128 “9 
May ‘a 160°3 552°8 145°8 18°3 22°0 10°0 81 12'8 “9 
JUNE oe 165°7 530°2 145°8 18°3 22°5 81 127 “9 





1 Where possible the figures are taken from returns issued for theiipart of tl 
2 Excluding a small amount held in the Banking Department. 

3% In addition there is an unascertainable amount of gold which dosjm@ppear se 
* Up to April 1927 the figures include gold, both ‘“‘ available ”’ and “sea@vailable 
5 Gold and silver holdings. 


Table II CREDIT AND CURRENCY 


1 2 
CLEARING BANKS BANK OF ENGLAND c 2 
urrency 
3 Pier and 
: / Other Net Not Certificates 
sDeposits Cash | Advances Depoaite Reserve yh eso ata Outstanding 


£ millions £ millions | £ millions £ millions £ millions | £ millions | £ millions 


1925 
MaRcH 1,604°9 186°2 840°8 111°0 24°0 97°4 282°9 
APRIL on 1,606°1 1838°9 847°6 109°9 27°1 94°4 291°4 
May 1,598°0 185°2 848°6 104°7 27°1 93°9 290°6 
JUNE 1,624°4 198°1 850°4 113°6 29°8 93°1 292°2 
1926 
MaRCH 1,587°5 185°8 876°3 104°3 24°2 85°2 288°0 
APRIL ae 1,590°2 186°2 874°3 100°6 25°0 85°1 293°9 
MAY i. 1,589°6 187°1 877°4 104°2 27°1 84°9 300°2 
JUNE 1,629°9 198°0 873°2 117°5 28°7 84°4 294°9 
1927-28 
MARCH 1,632°3 188°2 909°9 103°4 33°2 80°9 284°6 
APRIL 1,641°7 191°9 912°3 102°3 35°3 81°3 295°5 
May 1,650°0 191°3 913°2 98°6 37°4 80°0 293°8 
JUNE 1,684°7 199°2 915°1 105°2 35°0 80°6 297°5 
JULY 1,682°9 193°5 919°2 102°6 33°4 81°5 296°8 
AUGUST 1,669°3 191°4 918°3 100°2 34°4 81°1 296°4 
SEPTEMBER 1,668°1 192°2 919°8 98°3 34°6 80°1 294°2 
OCTOBER .. 1,710°2 195°6 917°9 100°4 34°9 79°9 294°1 
NOVEMBER 1,693°9 191°8 915°4 97°6 35°0 79°7 293°7 
DECEMBER 1,729°0 202°1 914°1 109°6 32°5 81°6 297°9 
JANUARY 1,747°2 197°6 923°0 112°9 38°7 79°5 292°0 
FEBRUARY. . 1,698°0 188°9 917°5 97°38 42°1 78°7 286°3 
MaRcH 1,672°4 186°3 928°8 101°6 42°8 78°6 288°8 
APRIL 1,690°3 187°4 933°1 96°6 42°9 791 294°1 
May 1,687°8 188°0 935°5 97°5 46°3 791 292°6 


+ Monthly averages, nine banks. 

2 Average of four or five weekly returns. : 

3 Total note-issue less notes in Banking Department less notes in Currency Note 
Reserve. 
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‘ENTBANKS 1 Table I—cont. 


GERMANY 


- ; OnE, eo CZECHO- - secede , | GWEEZER | apace 
ED = ita RUSSIA |} POLAND SLOVAKIA AUSTRIA |HUN¢ slain ITALY LAND SPAIN 
tal Abroad | 











129 16°1 4°6 42°9 0°3 1°7 | 19°1 100°5 
129 17°9 4°7 42°9 03 =| 19 19°1 100°6 
128 19°0 4°7 42°9 o3 | 19 19°1 100°6 
13°) 17°8 4°8 42°9 o3 | 1°8 19°1 100°6 
12°6 16°2 5°3 44°7 Or4 2°9 35°4 16°5 100°6 
12°6 15°6 5°3 44°6 | Or4 3°0 35°4 16°6 100°6 
12°6 15°5 5°3 44°0 05 3°4 35°4 16°6 100°6 
12°6 15°5 5°3 43°3 0°5 4°0 35°4 16°6 100°6 
123 "3 4°6 17°4 6°0 43°7 1°7 61 45°5 17°8 102°5 
12°2 “6 50 17°5 6°2 43°8 1°7 61 45°7 18°3 102°9 
12°2 5 50 17°5 6°3 43°9 17 61 46°1 18°2 103°0 
12°2 “9 3°4 17°6 6°4 43°9 1°7 61 46°2 18°2 103°0 
12°2 “2 2°8 18°7 65 44°0 1°7 69 46°4 18°0 103°0 
12°2 “3 30 18°8 69 44°0 2°4 yy! 46°5 17°6 103°0 
12°2 90'7 3°3 18°3 73 44°0 2°4 71 46°5 17°6 103°0 
127 G06 3°3 18°4 76 44°1 2°4 i 46°5 18°3 103°1 
12°7 90-7 3°3 19°5 11°7 44°1 24 7% 46°5 18°3 103°2 
127) gil 3°8 20°0 11°9 4671 24 71 46°6 17°9 103°2 
12°7 13 40 19°9 12°1 46°1 2°4 ig | 49°2 19°5 103°2 
129 §ge-3 41 20°3 12°1 46°5 3°4 re 49°2 17°2 103°4 
[2°83 +4 4°2 18°8 12°38 46°5 | 34 me 49°8 17°1 103°4 
12°38 g5*9 4°2 19°1 13°0 46°6 3°4 fe 51°2 17°1 103°4 
[2°83 a 4°2 16°7 13°1 16°6 | 374 | 52°0 17°4 103°4 
12°7 ggg $°2 16°4 | 71 17°4 103°4 
| | 
or theipart of the month, otherwise from returns at the end of the previous month. 
h dosiimppear separately in the returns of the Bank of France. 
and “ggvailable ’; since then only ** available ’’ gold. 
Table IIIT GOLD MOVEMENTS 
1 
BANK OF ENGLAND UNITED KINGDOM 
TRANS- 
aaa ate eine alates moe VAALGOLD 
Net Net OUTPUT 
Purchases Sales Influx (+) Imports Exports Imports (+) 
or Efflux (—) or _ 
: Exports (—) | 


£ millions £ millions £ millions | £ millions £ millions £ millions £ millions 


1925 


MARCH ‘ — — —_— 19 3°0 — 1°2 3°5 
APRIL ee — — —_ 1°0 2°0 — 1°90 3°3 
MAY ‘ 3°7 2°4 1°3 2°6 2°6 0-0 3°5 
JUNE 2°38 1°8 + 1°0 5°6 1°6 + © 3°3 
1926 
MARCH 15 “4 11 1°3 2°6 1°3 3°5 
APRIL 00 3 - 3 1°5 7 + $8 3°4 
May 2°9 2 2°6 3°8 1°4 2°4 3°6 
JUNE 1°9 a 1°2 3°3 1°0 + 23 3°6 
1927-28 
MARCH 1°0 6 “4 1°5 1°4 - 3°7 
APRIL 3°5 1°3 2°2 §°1 “8 + 43 3°5 
May 2°7 4°2 -- 15 3°4 5°5 — 21 3°7 
JUNE 3 2°4 11 ig | 2°0 - 3 3°6 
JULY 8 “4 | 2°7 1°2 + 1°4 3°6 
AUGUST 1°5 20 6 4°4 1°2 + 3°2 3°7 
SEPTEMBER 2°5 3°3 *8 17 1°6 + °2 3°6 
OCTOBER 1°9 1°2 <7 1°3 1°0 + 3 3°6 
NOVEMBER °*5 1°7 - 1°2 3°1 4°5 - 1°4 3°6 
DECEMBER 3°0 1°4 1°5 19 2°2 - 3°6 
JANUARY .. 4°7 8 + 3°9 4°1 2°2 1°9 3°6 
FEBRUARY 1°3 1°3 0-0 2°7 4°0 — 13 3°5 
MARCH 1°6 1°7 - ‘1 1°3 16°2 —14°9 3°7 
APRIL 3°6 1°2 2°4 2°4 6 + 18 | 3°5 
May a 2°9 6 2°3 3°9 1s - 27 3°38 


a Figures compiled from daily bulletins of the Bank of England. 
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Table IV MONEY 



























LONDON 


| Discount Rates Treasury Bills 

















: ror, | Short Loan | |! sank R 
Bank Rate — | Bank Bills sigs — Weekly Tender Amount Amount - 
3 months % months Rate Offered Applied for 
Per cent. Per cent. Per cent. Per cent. | Per cent. £ millions £ millions Per cer 
WEEK ENDING: 
1928 , 
2s d. 
Marcu 3 4h 4h} 43 4 2 847 | 35 4 
- iD 44 433 43 4 211°6 30 4 
17 44 4% 4} 4 2 0°96 30 4 
Ho ee eee: 
APRIL "7 4} 4s 4} 4 1:17 | 40 : 
, 14 44 dats 4} 4 54 | 40 : 
ad 21 44 44, 4} 4 “58 35 1 
‘ 28 43 4 4} 3.18 °49 30 H 
May 5 4} 334 4} 318 2°37 40 
ms 12 4} 3g 43 3.18 9°42 | 40 - 
19 41 383 43 4 0 285 40 i 
zs 26 4} 424, 4} 3.18 9°72 10 ii 
JUNE 2 44 398 4} 316 7°61 40 41 
: 9 44 3 4} 315 1°45 | 35 4 
16 4} 332 4} 3158 2°11 | 35 : 
All figures given above, except those of Treas 
Table V FOREI@) EXCH. 
T 
pale VERAGES 
NEW YORK PARIS MILAN BERNE MADRID AMST 
$ to £ Fr. to £ Lire to 4 Fr. to £ P’tas te 4 ri 
PAR OF EXCHANGE .. iw $8065 25°2295 ote 25°2215 25°2215 i 
1925 
Marcil 4°7769 92°19 117°31 24°791 1 
APRIL ae is nhs 4°7965 92°38 116°88 24°801 I 
May ae ¥e if 4°8553 94°09 119°42 25°090 Ly 
JUNE i ‘ ; 4°8609 102°10 127°10 25°040 I 
1926 
MARCH << ‘in aa 4°8609 135°72 120°97 25°249 34°490 . 
APRIL oe * ee 4°8622 143°51 120°91 25°187 34°010 1 
May ee ‘* a 4°8623 154°27 126°19 25°119 33°386 1 
JUNE ae es ws 4°38662 167°28 132°61 25°130 30°921 ) 
1927-28 
Marcu 4°8542 124°02 107°76 27°941 : 
APRIL 4°8570 123°98 96°95 27°514 1 
MAY 4°8570 123°97 89°97 27°602 1 
JUNE 4°8563 123°97 86°86 28°226 1 
yt seer 123°99 oo 28°417 1 
AUGUST sh "8607 24°0 9°33 28°77 
SEPTEMBER 48623 + 1-00 89°37 38-384 : 
OCTOBER P 4°8700 124°03 89°14 28°199 1 
NOVEMBER 4°8738 124°01 89°46 28°758 1 
DECEMBER .. 4°8825 124°00 90°69 29°321 1 
JANUARYe .. 4°8758 124°00 92°17 28°504 1 
FEBRUARY .. 4°8750 124°02 92°07 28°703 1 
MARCH 4°8800 124°02 92°37 29°017 1 
APRIL 4°8821 124°01 92°52 29°118 1 
May 4°8817 124°01 92°65 29°168 
WEEK ENDING: 1 
JUNE 2 a iin 4°8838 124°01 92°67 25°334 29°214 ] 
99 » én oe 4°8824 124°15 92°70 25°330 29°278 ] 
» 16 ° se 4°8815 124°16 92°81 25°332 29°392 












. ‘The old parity of | 25°2 2215 was 
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NEY Table [V—cont. 


NEW YORK PARIS | BERLIN AMSTERDAM 
Market Market | Market Market 
t Hank Rate Discount Call Money Bank Rate Discount Bank Rate Discount Bank Kate Discount 
mount . Rate Rate Rate Rate 
lied for 
sities Per cent. Per vent Per cent. Per cent. Per cent Per cent. Per cent. Per cent. Per cent 











4 448 34 23 7 6. 4} 343 
4 44 34 2% 7 63; 4} 334 
4 4} 34 23 7 6a 4h 335 
4 438 34 283 7 63 44 33! 
4 43 3h 2a; 7 63 $4 4 
4 53 3a 2th 7 63 43 383 
4 5} 34 28 7 GHA 44 4,3, 
4 443 34 22 7 633 44 433 
nl 5 34 233 7 633 4} 4 
\ bad 34 28 7 6th 4} ai 
; 5a 34 2% 7 63? 4) 4h 
1} 538 34 28 7 63; 44 443 
iI i 6 34 23 7 6} 4} 4} 
4} 4's 64 oh 248 7 653 43 454 
4} 145 64 34 23 7 633 44 $s 
4} 13 5S 34 257 7 6} 44 1°, 

se of Treasury Bills, are averages of daily rates. 

2EIG) EXCHANGES Table V—cont. 

% _ 
payeV ERAGES 
ID AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE RIO. DE BUENOS AIRES 
JANEIRO 

yi Fl. to # Rmk. to # Kr. to £ d. per Rupee d. per Yen | d. per Milreis d. per Gold Peso 

ier 20°47 18159 18 258 | 5°8y97 47°58 
\- 

2 11°967 20°056 17°722 17°965 20°617 45° 

9 12°001 20°173 17°791 17°886 20°959 43 

4 12°080 20°391 18°123 17°958 20°748 44° 

9 12°109 20°414 18°159 18°064 20°166 15° 

0 12°131 20°412 18°122 18°083 22°420 7°160 44°642 

) 12°118 20°422 18°151 17°879 23°061 6°921 44°857 

; 12°091 20°417 18°161 17°9: 23°199 7°288 45°099 

1 12°110 20°439 18°151 17°92 23°134 7716 45°256 

] 12° 20°468 18°144 17°962 24°310 5°870 47°506 

12° 20°489 18°135 17°885 23°899 5°832 47 

12° 20°501 18°157 17°932 23°261 5°821 47° 

12°12: 20°493 18°128 17°910 23°049 5°842 47° 

: 12°119 20°450 18°128 17°871 23°311 5°829 47° 
12°129 20°431 18°117 17°870 23°377 5°858 47° 
12°134 20°433 18°095 17°960 23°167 5°869 $7° 

12116 20°408 18°084 17°972 22°962 5°910 47° 
12°076 20°421 18°097 17°986 22°662 5°889 47°5 
12°073 20°434 18°080 18°099 22°707 5905 47°: 
12°087 20°461 18°138 18°095 23°096 5°918 47°! 
12°109 20°431 18°161 18°602 23°082 5°919 47 
12°124 20°412 18°180 18°002 23°198 5°926 47° 
12°111 20°412 18°184 18°004 23°469 5°923 47° 
12°098 20°399 18°193 18°014 22°945 5°922 47° 
12°094 20°398 18°195 18°002 22°953 5°922 47°750 
12°096 20°425 18°193 | 17°997 23°013 5°915 47°708 
12°099 20°429 18°189 | 17°966 22°906 5°896 47°667 


5 was @2Ndoned as from December 22, 1927. 



























1925 
MARCH 
APRIL 
May 
JUNE 


1926 
MaRCH 
APRIL 
May 
JUNE 


1927 
MARCH 
APRIL 
May 
JUNE 
JULY 
AUGUST .. 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 
JANUARY 
FEBRUARY 
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Le — 
i TRON: 
COAL | PIG-IRON STEEL FACT 
1 Exports, 2 
*roductioni (includin in Production Production Imp 
com | Somber. of :. 
Millions of | Millions of Blast Thousands of | Thousandsy ° Tho 
Tons | Tons Tons | Tons - 
; oe 4 ; | oy 
21°0 4°6 169 608 | 685 2" 
20°0 4°6 158 570 | 598 rf 
19°6 4°9 157 575 | 652 ry 
18°1 39 148 510 | 585 ™ 
| 
21°4 5°0 151 568 784 2 
21-0 4°5 147 539 j 661 1 
—_ 1°5 23 x9 46 9 
ovo 11 42 34 _ 
j { 
21°1 §°1 178 672 950 4 
20°6 | 4°3 189 680 $50 5 
20°4 50 184 720 885 3 
20°0 4°5 176 651 747 3 
18°9 4°4 174 646 687 9 
19°4 4°6 165 596 643 3 
19°5 4°6 160 591 777 ' 3 
19°8 4°5 162 596 699 | _ 
19°6 4°4 155 576 699 { 9 
20°6 4°2 149 559 605 [ 9 
20°0 4°3 148 560 626 { 9 
20°1 4°3 } 148 551 764 «Ok 3 
20°2 4°3 150 593 793 ‘ 9 
17°7 4°0 149 563 644 H r 
19°2 4°7 148 591 753 | : 
4 * 
1 Total for four weeks. 2 Returns issued Net 
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MARCH 
APRIL 
May 
ALL COMMODITIES 
Imports Exports Re-exports 
£ 4 4 
millions | millions | millions 
1925 
MARCH .. 112°9 70°3 12°8 
APRIL... 110°3 60°9 12°4 
May oa 104°3 64°2 4°5 
JUNE 111°0 58°9 10°6 
1926 
MARCH 106°9 | 66°4 12°1 
APRIL 102°5 52°7 11°3 
May 81°2 5°8 7°5 
JUNE 97°5 50°1 10°8 
1927-28 
MARCH 113°5 J 10°8 
APRIL 100°6 11°8 
May 96°4 3 12°4 
JUNE 99°3 F 10°6 
JULY 93°4 P 9°7 
AUGUST 90°1 4 88 
SEPTEMBER 101°4 P 8'1 
OCTOBER 105°0 t 9-4 
NOVEMBER 107°4 70°6 10°6 
DECEMBER 105°4 58°8 10°3 
JANUARY 100°4 | 59°7 10°3 
FEBRUARY 98°8 57°2 11°7 
MARCH 110°5 65°0 11°3 
APRIL 96°8 55°3 11°0 
MAY 99°4 58°6 11°8 


1 Daily averages, based on weekly or monthly returns 


Clearing House. 


1 
CLEARINGS 


BANK UNEMPLOYMENT 
D) J 4 Percent- Numbers 
London /|Provincial Total Compar- age of on Live 
“ Country” able Total) insured: | Register 
persons 

/ £ & < Z£ unem- O's 
millions millions millions millions ployed omitted 
9°5 6°4 15°9 15°9 tp 1,214 
10°2 61 16°3 16°7 10°9 1,190 
97 a9 15°6 16°3 10°9 1,184 
9°5 5°5 15°0 15°8 11°9 1,285 
9°3 5°5 14°8 17°1 9°38 1,065 
10°0 51 15°1 17°35 91 1,013 
8°6 4°7 13°3 15°2 14°3 1,501 
t 4°8 13°6 15°4 14°6 1,628 
9°5 57 15°2 17°9 9°8 1,106 
10°2 5°5 15°7 18°6 94 1,076 
10°0 5°6 15°6 18°3 87 998 
9°5 53 14°8 I7°3 8°8 1,028 
9°9 5°6 15°6 18°3 9°2 1,041 
91 54 14°5 17°0 9°3 1,052 
89 51 14°0 16°3 9°3 1,056 
10°1 6°0 16°1 18°8 9°5 1,080 
98 5°7 15°5 18°3 10°0 1,127 
98 57 15°6 18°4 9°8 1,125 
10°3 5°8 16°1 19°0 10°7 1,204 
9°38 57 15°5 18°4 10°4 1,142 
9°6 a7 15°2 18°0 9°6 1,067 
10°5 6°0 16°5 19°2 9°6 1,081 
10°3 5°6 15°8 18°3 9°9 1,108 


6 
Index of 


Produe- 
tion 
1913= 100 
91°6 
l ar. 
~ $7°0 

) 

90°8 
62°9 

997 
95°7 
t 94°5 
| 95° 
{ 95°1 
| 


93°4 


- 7 Country” clearings at London 


3 Up to June 1926 ten clearing houses, thereafter eleven. * Total clearings 


(London ‘‘ Country ” and Provincial) adjusted, for comparative purposes, by application of 
Board of Trade index number of wholesale prices (1924=100). ° Average of four or five weekly 


returns. 


® Reprinted by courtesy of the London and Cambridge Economic Service 
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598 
652 
585 


784 
661 
46 
34 
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100 


TRYMAND I 


IRON & STEEL & MANU- 


FACTURES THEREOF 


Imports Exports - 


Thousands | Thousands | 





of Tons | of Tons 
245 312 
274 297 
205 | 322 
202 276 
259 407 
262 313 
167 274 
233 231 
478 353 
405 335 
356 422 
336 366 
336 | 390 
286 342 
312 | 385 
336 385 
285 399 
281 352 
284 332 
287 317 
272 409 
253 344 
237 359 


1925 
MARCH 
APRIL 
May 
JUNE 


1926 
MARCH 
APRIL 
May 
JUNE 


1927-28 
MARCH 
APRIL 
MAY 
JUNE 
JULY 
AUGUST 


SEPTEMBER 
OCTOBER .. 
NOVEMBER 
DECEMBER 
JANUARY... 
FEBRUARY 


MARCH 
APRIL 
May 


NDUSTRY 


£ 
thousands 


1,086 
1,039 
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166°0 
161°9 
158°6 
157°2 
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National Federation of Iren and Steel Manufacturers. 


Table VII 
UNITED KINGDOM 


Wholesale 


July July 


100 1913=100 1914100 1914100 | 1926=100 1913=100 








~ STATISTICAL TABLES 


MACHINERY COTTON 
Exports of Exports of 
Imports Exports Yarns Piece Goods 
L Millions Millions of 
thousands of Lbs. Sq. Yds. 
4,179 | 17°9 416°6 
3,839 | 16°6 333°4 
1,092 4,397 17°2 371°0 
952 3,886 13°3 338°0 
79 4,146 16°0 403°2 
58 3,605 14°4 281°8 
50 3,192 10°6 304°2 
98 3,438 | 14°4 328°3 
44 4,135 19°3 
4 3,598 17°3 
36 4,612 22°8 
71 3,889 17°2 
02 3,786 14°0 
33 3,886 16°6 
09 4,291 15°8 
4 4,503 15°3 
60 440 17°4 
59 4,186 | 14°5 
45 4,805 14°9 
18 4,072 | 14°5 
29 4.813 15°5 
64 4,143 13°8 
72 4,656 14°1 





COMMODITY 
TSA. 


1 |Wholesale Wholesale 


Cost of Depart- 

Living ment of 
Board of “Statist” “ Eeon- Ministry, Labor 
Trade omist”’ of Labour 


164°8 182°5 175 104° 

161°8 177°4 173 102° 

159°0 173°8 172 102° 

154°4 169°6 173 103° 
4°3 148°4 9°4 168 100° 
3°6 147°7 0 167 100° 
4°9 147°9 1 168 100° 
64 146°9 3 170 100° 
0°6 145°4 15: 165 94° 
9°8 145°1 1 164 93° 
11 145°6 1: 163 93° 
1°8 144°8 1: 166 93° 
ip 343°5 1: 164 94° 
0-9 144°5 1: 165 95° 
2°1 142°9 li 167 96°: 
1°4 141°9 1: 169 97°¢ 
11 142°9 1é 169 96° 
O-4 142°8 1g 168 96° 
11 142°2 Ai 166 96° 
0°3 142°5 1: 164 96° 
08 145°4 1: 164 96° 
2°9 147°8 15 164 97° 
3°6 148°5 | 1 165 98° 
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WOOL 


Exports of | Exports of 


Wool and Wool and 
Worsted Worsted 
Yarns Tissues 
Millions | Millions of 
of Lbs. | Sq. Yds, 
3°8 14°8 
3°2 12°1 
3°2 11°6 
2°9 15°5 
2°4 14°5 
2°2 91 
2°2 9°7 
3°6 12°6 


4°0 13°3 
3°8 95 
4°5 11°4 
4°6 13°6 
4°4 i6°0 
5°2 17°5 
4°4 14°4 
51 i3°4 
5°2 16°4 
4°5 15°0 
4°0 16°9 
3°6 14°5 
4°2 15°1 
3°7 10°0 
4°6 11°8 


FRANCE} 


Cost of Wholesale | Cost of 
Living (Statis- Living 


(Reichs- tique - (Statis- 
bord) Génerale) tique 
Générale) 


July 
1913=100  1914=100 


136°0 = 513°5S 386 


512°1 


7 
“5 520°0 
3 


542°5 390 


631°8 451 


3 
‘6 650°1 
‘9 687°9 
5 | 7384 | 485 


641°4 524 
636°3 
628°3 
622°4 525 
620°5 
617°7 
600°4 507 
587°0 
594°3 
603°9 498 
606°7 
608°8 
622°8 507 
623°8 
632°6 


1 The indices, which are for the Ist of the month, are entered for the previous 
month to facilitate comparison. 
2 The average for 1926 on the old base (1913=100) was 151°1, but the two sets 


of indices are not strictly comparable. 
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Bank Meeting 
THE IMPERIAL BANK OF PERSIA 


STEADY 
PLANS FOR TRANS 


HE tthirty-ninth ordinary general 

I meeting of the Imperial Bank of Persia 

was held on July 2, 1928, at the Cannon 
Street Hotel, E.C. 

Sir Hugh S. Barnes, K.C.S.I., K.C.V.O. 
(chairman of the company), presided. 

The chairman said: Before I deal with 
our report and the accounts, of which you 
all have copies, I propose, as usual, to take 
advantage of this occasion to mention a few 
of the more important events that have 
taken place in Persia during the past year. 
One rather unexpec ted occurrence has been 
the resignation, or rather the departure at 
the end of their term of service, of the 
American financial adviser, Dr. Millspaugh, 
and the bulk of his staff. 

I think it is generally admitted in Persia 
that,during his term of service,Dr. Millspaugh 
exercised a very useful control over expen- 
diture, and inaugurated many valuable 
reforms in the revenue administration, which 
should smooth the way for his successors. 
It will interest you to know that the Persian 
Government have now appointed Dr. Linden- 
blatt, a German banker, in Dr. Millspaugh’s 
place, and this gentleman arrived at Teheran 
a few weeks ago. 

PROJECTED TRANS-PERSIAN 
RAILWAY 

Another very interesting move on the part 
of the Persian Government has been the 
decision to commence the construction of 
what is intended ultimately to be a Trans- 
Persian Railway, from the Persian Gulf to 
the Caspian Sea. Apparently it is not yet 
decided whether in the south the railway 
will start from Mohammerah or Khor Musa. 


It is, therefore, proposed to commence 
construction of the southern section from 
Ahwaz, on the Karun River, whence it is 


expected the line will run via Kermanshah, 
Hamadan and Kazvin to Teheran, and thence 
through an eastern gap in the Elburz range 
to Bandar-i-gaz, on the south-east shore of 
the Caspian. 

At first the Persian Government proposed 
to construct the line themselves, and tenders 
for material were invited, many of which 
passed through our London office. But the 
wiser course has now been adopted of con- 
structing the line by contract, and I under- 
stand a syndicate has been formed for the 
purpose, composed of American, British, 
German and French firms, to whom the 
contract will be given. It is proposed to 
begin construction simultaneously from both 
ends, the northern section being entrusted 
to the American, German and French firms, 
and the southern to the American and British. 


PROPOSED NATIONAL BANK 
Another matter which deserves mention 


PROGRESS 
S-PERSIAN RAILWAY 


is the decision to establish a Persian national 
bank. In May 1927 the Persian Maglis 
passed a law providing for the establishment 
of a Government bank, to be called the 
National Bank of Persia, with a capital not 
exceeding 20,000,000 tomans, which, at the 
present rate of exchange, is about £4,500,000, 
The — as required was to be provided 
by the Government at first out of any funds 
available, and ultimately out of the proceeds 
of the sale of the Crown jewels and Crown 
lands, and the bank was authorized to accept 
deposits and to lend money for the purpose 
of assisting trade, industry and agriculture. 

By the bank’s statutes subsequently drawn 
up, the issued capital was limited for the 
time being to 2,000,000 tomans (£450,000), 
divided into 20,000 shares of I00 tomans 
each, of which 40 tomans were to be paid up. 
All the shares were to be held by Government, 
and Dr. Lindenblatt, the Financial Adviser, 
was nominated the director of the bank. 
So far as we are aware, there is no immediate 
intention to sell the Crown jewels, and up 
to date only a small sum has been paid up 
as a first subscription towards the capital. 

The trade figures for the past year to 
March last, which have been telegraphed from 
Teheran, show a slight decrease compared 
with last year. Imports, at 81,000,000 
tomans, are better by 2,000,000 tomans, but 
exports, including oil, at 106,500,000 tomans, 
show a falling off of 3,500,000 tomans. 

Trade, we think, has to some extent been 
hampered by a scarcity of silver coin. For 
some time, on behalf of the Government, 
we have been collecting defective coin with a 
view to recoinage in Teheran, but as the 
Teheran mint is a small one the process of 
reminting has been slow. 

Recently the Persian Government decided 
to coin a certain quantity of krans abroad 
with a new design showing the head of the 
present Shah. The work was divided equally 
between Russia and ourselves, and our share 
is being completed with praiseworthy 
dispatch by the Birmingham mint. 

As regards the accounts, gentlemen, I do 
not think you will expect me to say very 
much, as they are in the usual form. From 
the balance sheet you will notice that our 
operations during the year show steady 
progress, which is a matter for congratulation, 
seeing that trade has not been as active as 
we hoped. But you will see that, on the 
assets side of the account, we possess no less 
than £5,753,085 in cash and money at call, 
and we also hold securities, easily realizable, 
to the amount of £3,003,719, so that we are 
in a position to deal with any demands that 
may be made on us if trade revives. 

The report and accounts were unanimously 
adopted. 
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JOHN 
TAN 


for 


SAFES, 
STRONGROOMS 


gevery form 
of security 
engineering 








The Generous Margin 


of Security guaranteed by the name 
JOHN TANN is the outcome of more 
than 130 yearsofexperience, during which 
period no John Tann Fire and Burglar 
Resisting Safe or Strong Room has ever 
had its contents destroyed or stolen. 





JOHN TANN, LTD. 
117 Newgate Street, E.C.1. 


Telegrams - Safejotan, London, 
Telephone - Central 9772, 9773. 


er, 








FINANCIAL NEWS 


Editor-in-Chief : 
The Rt. Hon. Sir E. Hilton Young, G.B.E., D.S.O. 


Offices: 111 Queen Victoria Street, London, E.C.4. 
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HENRY HEATH 


LIMITED 
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C3, 105,107,109 OXFORD stW => 


62a PICCADILLY, W. 
58 CHEAPSIDE, E.C. 
137 FENCHURCH ST., E.C. 
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THE * YORK”’ THE ‘* CODDINGTON ” 
Of finest quality fur felt. Hand shaped Made of superfine fur felt, perfect in style 
and finished in four widths of brim. Most and correct in detail, this model is ideal for 
popular for town wear. all occasions. In Buff and shades of Grey. 
21/- 26j- 30;- 25/- and 32/6 





**SILK HATS” 


Few things yield a greater return in 
effectiveness than a well-chosen silk hat. 
Made in three widths of brim. 


40/- 46/- 50/- 


AGENTS THROUGHOUT THE KINGDOM. 


Write for Illustrated Catalogue. Name and address of nearest agent sent upon request. 
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74. THE UNDERWRITER 


An Insurance Diary 


COMPULSORY PASSENGER INSURANCE AT SEA 


N interesting discussion took place at the Inter- 
A national Shipping Conference held in London last 
month. Sir Norman Hill moved, and the Conference 
carried, a resolution asking for insurance of passengers 
by shipowners by voluntary contract against all accidents 
resulting in death or injury. This would replace the 
present legal liability of shipowners, which differs, of 
course, in different countries, and on which the law is 
chaotic. Sir Norman Hill, who, by the way, has 
advocated this solution for years, said that out of every 
f100 paid by shipowners in passenger claims, £50 only 
went to the claimants, and {41 in law costs, and that, 
moreover, a conside rable part of the £59 also must have 
gone to the passengers’ own lawyers. He argued, and 
the Conference agreed, that it would suit the shipowner 
as well as the passenger to have a scheme of voluntary 
insurance, but he made it clear that it would be useless 
unless recognized as valid in the law courts of all 
countries, that it must supersede legal liability, and be 
introduced by voluntary contract, not by a convention. 


HOSPITALS AND MOTOR ACCIDENTS 


Discussion of this problem continues. The arrange- 
ment announced by Sir Arthur Stanley, president of the 
British Hospitals Association, referred to in last month’s 
UNDERWRITER, covers injuries both to motorists and to 
third parties, where motorists are properly insured. 
Therefore it would mean that hospitals received payment 
for treating motorists and third parties in all cases where 
insurance existed. Moreover, if this were the case, they 
could, in all probability, carry any costs occasioned by 
uninsured motorists. But a different suggestion has been 
made, not one of insurance at all, which has some points 
in its favour: it is that a small sum should be added to 
the motorist’s driving licence, and the fund thereby 
created used to recoup the hospitals. Whether this or 
some other similar course be adopted, compulsory 
insurance is improbable. And it must never be forgotten 
that the difficulty of overcrowding will remain. 
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NEWSPAPER INSURANCE 
Criticism was made at the Advertising Convention, 
held last month at Birmingham, on newspaper insurance. 
Not, of course, on the policy itself, but on its effect on net 
sales. Speakers condemned such schemes on the ground 
that they created an artificial circulation which was not 
necessarily of advantage to advertisers. 


CHARTERED INSURANCE INSTITUTE 

A successful meeting of the Institute took place in 
London last month, and since the occasion was its 
coming of age, the attendance was large, both from this 
country and from the overseas dominions. Both the 
Lord Mayor and the President of the Board of Trade took 
yart in the conference. The presidential address was 
delivered by Mr. R. Y. Sketch; and Mr. J. G. Nicholl, 
general manager of the Scottish Union and National 
Insurance Company, was elected president for the e ensuing 
year. 

EXPENSE RATIO OF LIFE OFFICES 

The ‘ Statist’’ for June 16 has a good article on this. 
It pleads for two things: first, uniform practice among 
offices in charging expenses, which now does not exist ; 
and secondly, that it should not be the only test used 
in choosing a life office. Life policy commissions are 
reckoned much more on the sum assured than on the rate 
of premium, and therefore the higher the rate the lower 
the apparent expense ratio. Which is paradoxical; for 
reliance on this test alone not only favours an office 
writing a large proportion of endowment policies (where 
the ratio between expenses and premium is smaller, 
owing to higher premiums charged), but also may actually 
handicap an office with a low rate of premium. Moreover, 
the fact that the heaviest cost falls on the first year 
penalizes offices doing an expanding business. These 
difficulties, however, could all be got over if the new 
Insurance Act provided for standardized accounts. 

INSURANCE OF CHILDREN 
Discussions are proceeding with the Government to 


amend section 4 of the Industrial Insurance Act, 1923 
Jt has recently been decided in the Courts that it is 
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illegal for an insurance office to repay on death of a child 
the premiums paid, in cases where such payment brings 
the total sum in excess of the maximum provided by 
section 4. It is proposed that the Act shall be amended 
so that repayment of any part of the premiums shall not 
be taken into account in calculating such maximum. 


FAMILY INSURANCE 


Mr. Caradog Jones, of Liverpool University, recently 
told the Royal Statistical Society of London that, out 
of a family expenditure of between £400 and {500 a year, 
only 5 per cent. went in insurance. 


LIFE EXTENSION INSTITUTE OF NEW YORK 


Mr. Harold A. Ley recently gave an address in London 
on the work of this Institute. It provides, free of cost, 
periodic medical examination of insured persons ; 700,000 
persons have been so examined since 1914, and as a 
consequence the mortality of examined lives has been 
reduced by from 18 to 23 per cent. Examination and 
advice are both free, the insurance companies finding the 
money, and this remarkable movement appears to benefit 
both insured persons and the companies. 


PERSONAL 


The following gentlemen connected with insurance 
received honours on His Majesty’s birthday : 


Knighthoods were conferred upon Sir Percy 
Mackinnon, chairman of Lloyd’s, Mr. John Sandeman 
Allen, J.P., M.P., director of the Victory Insurance 
Company, Limited, Mr. Enoch Hill, J.P., F.C.1.S., chair- 
man of the Sheffield board of the Alliance Assurance 
Company, Limited, Mr. John Buck Lloyd, director of the 
Tanker Insurance Company, Limited, Mr. Austin Low, 
C.I.E., director of London Assurance, Mr. Spencer John 
Portal, director of the Royal Exchange Assurance, and 
Mr. G. S. Robertson, K.C., Chief Registrar of Friendly 
Societies. 


Brig.-General Sir Henry Percy Maybury, K.C.M.G., 
director of the Scottish Equitable Mutual Life Assurance 
Society, received the honour of G.B.E., and Major Percival 
R. Reynolds, local director at Leeds of the Liverpool 
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and London and Globe Insurance Company, Limited, 
that of K.B.E. 


The Court of Leeds University are conferring the 
honorary degree of LL.D. on Sir Ernest Bain, K.B.E. 

Mr. George Rowland Morgan, general manager of 
Sedgwick Collins and Company, has been elected an 
annual subscriber of Lloyd’s. 

The French Ambassador has conferred the honour of 
the Palme Academique on Mr. A. H. Swain, of Leicester, 
member of the firm of A. H. Swain and Company, Limited. 


Mr. F. R. S. Balfour has resigned from the board of 
the Reliance Marine Insurance Company, Limited, and 
Mr. G. W. Reynolds has been elected a director in his 
place. 

Mr. A. D. Besant, general manager and actuary of 
the Clerical, Medical and General L ife ‘Saami Society, 
has been elected a director of the Merchants’ Marine 
Insurance Company, Limited. 


Mr. R. M’Connell, London manager of the Royal 
Insurance Company, Limited, has been elected president 
of the Insurance Officials’ Soc lety. 


Mr. F. R. A. Shortis has been appointed a director 
of the Mutual Finance Indemnity and Guarantee 
Corporation. 

Mr. W. E. Hargreaves has been appointed a director 
of the World Auxiliary Insurance Company. 

Mr. Harvey Bowring, of C. T. Bowring and Company 
(Insurance), Limited, has been appointed a director of the 
London Associated Reinsurance Corporation, Limited. 


Mr. Henry W. Gray, United States manager of the 
London and Lancashire Insurance Company, has been 
elected president of the London and Lancashire Indemnity 
Company. 


Mr. James Sutcliffe Proctor, who died recently, was 
chairman and joint general manager of the Refuge 
Assurance Company. 

Mr. R. Hill Stewart, general manager of the Caledonian 
Insurance Company, who died recently, was president 
of the Faculty of Actuaries for 1926, 
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National Health Insurance 
By Rhys J. Davies, M.P. 


HE National Health Insurance Scheme has come 
to stay, and it is now regarded by all as the most 
successful financial and social institution of its 

kind, not only in this, but in any country in the world. 
When Mr. Lloyd George introduced his Bill in the House 
of Commons in IgII, wise men shook their heads, and less 
wise individuals poured scorn upon what was then 
regarded as German imported goods. True that the 
idea came from that country, but let it be noted that the 
British article is by this time far superior to that which 
had its germs in the Prussian mind. 

Hardly a year passes over the head of any Govern- 
ment but that it is compelled to introduce an amendment 
to this scheme covering the colossal number of sixteen 
million insured people who are in the main working folk. 
Just now there is before the House of Commons what 
may be regarded as the most important of all the amend- 
ments since its inception. Political partisanship has 
long ago died away, except when the Chancellor of the 
Exchequer revived the embers a little in introducing 
his Economy Act, reducing the State grant to the scheme 
by about three million pounds per annum. His action 
is now an accomplished fact, and we may take it, therefore, 
that this part of our social insurance service will run its 
course for some time to come, at any rate, without further 
raids from any quarter. 

FINANCIAL CONSIDERATIONS 

It is interesting to note the progress which this 
immense scheme has made financially and socially. It 
will be remembered that when it was launched there was 
a huge paper credit set aside to be redeemed over a long 
period of years. The first point to remember is that the 
original redemption period has been extended con- 
siderably recently. But as the higher finance of the 
business has become complicated to the uninitiated, 
very little criticism has been levelled against the action 
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of the authorities on this score. Most people are satisfied 
with the concrete in life; the abstract never troubles 
them, in matters of finance. They leave those tech- 
nicalities to bigger men who never speak aloud when 
they manage these subtle affairs. Anyway, the total 
investments to the credit of the societies at the moment 
amount to no less a sum than {110,000,000. But the 
flow of money into the scheme has been retarded some- 
what, and during 1927, were it not for income from 
interest on investments, the national balance sheet would 
have shown a deficiency of about £3,000,000. 

The serious effects of the E conomy Act are becoming 
more apparent as the days go by. Thus, for 1925 the 
amount available for inv estment by the societies ran 
to £8,000,000. In 1926, the first year of the operations 
of that Act, it had dwindled to £1,750,000 and for 1927 
to £200,000. True that the general strike and its adverse 
financial consequences must be taken into account, but 
the Economy Act, combined with that industrial up- 
heaval, have struck a rather severe blow at the finances 
of the societies. 


THE SOCIAL ASPECT 


Let us see first what effect the existence of this 
service has had on the life of the common people. Has 
the health of the community improved substantially as 
a result of the payment of maternity, sickness, and 
disablement benefits? And what is the real value of all 
the money spent annually on dental treatment, dentures 
optical and surgical appliances and the rest of the ad- 
ditional benefits paid away? Let it be remembered in 
passing that the sum spent on all these benefits amounts 
to over £30,000,000 annually. What do we get in return ? 

The best answer to those questions was given some 
few years ago by the present Minister of Health when he 
declared that a child born today in this country could 
normally expect to live at least twelve years longer than 
his grandfather could have expected when he was born. 
That is to say, that the life of the individual has been 
extended on the average by twelve years during the last 
decade or two. It cannot be argued, of course, that all 
this improvement has come about merely through State 
Health Insurance. But that it is a vital contributing 
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factor goes beyond question. There is better sanitation 
in the land, a better standard of medical attention and 
practice, and above all, an improved educational system, 
the fount of all social welfare. Men and women know 
better how to keep themselves and their children clean 
and healthy; the rules of ventilation and dietary are 
better understood, too. But above it all, there is, under 
the Health Insurance Scheme, that small sum of money 
at hand in confinement, which counts for such a lot in 
the homes of the very poor; and its effects on infant 
welfare in general must be very substantial. 


COMPARISONS WITH OTHER COUNTRIES 

One of the problems that confront industry and all 
those interested in social work of this kind is the propor- 
tion spent in each of the industrial countries of the world 
on such services. The Royal Commission on National 
Health Insurance which reported in 1926 had before 
them complaints from some Employers’ [Federations that 
they were handicapped in the markets of the world be- 
cause of this tax upon industry, which was not imposed 
to the same extent in other lands. The cost of the 
British manufactured products, so they said, were so 
much higher consequent upon the heavier claims of 
the State on industry for these social services, making 
it almost impossible to compete in the sale of our 
manufactured goods. 

The Commission asked for definite information by 
way of comparisons in this connection and were told that, 
worked out in percentages, the figures were as follows: 

Annual Cost of Five Social 


Country. Services per head of the 
Population. 
Great Britain - “ ‘a ” 78/6 100% 
Germany .. és a és — 37/0 48% 
France — ve ‘ia oe a 13/- 17% 
Czecho-Slovakia .. xi a ‘“s 11/- 14% 
Belgium... ia me oe ae 5/6 I% 
Italy Zs i i 4 a 3/0 4% 


It will be seen that only a few countries are included for 
this comparison, and it may be presumed, therefore, that 
the other industrial parts of the world with which we are 
in competition have nothing to their account on this 
score. In any case, from our own investigation into the 
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subject, we are certain that hardly a penny is spent in the 
U.S.A. in this way. In fact, there i is no Poor Law system 
known on that Continent, and though Old Age Pension 
is paid in some of the forty-seven States, the sum spent 
on that provision is infinitesimal for comparative purposes. 
Then the Widows’ Pension and Children’s Allowances 
payable in a few of the American States are based more or 
less upon destitution, and not upon any legal right, as 
in this country. 

Whether industry is unduly weighted in the manner 
suggested by our manufacturers it is difficult to tell, 
because you cannot very well work out a balance sheet 
of human suffering in that exact fashion of pounds, 
shillings and pence. It should be that the British worker 
is better able to turn his attention to his occupation, 
when he is assured that nothing untoward will happen 
to himself and family in case of illness and death. His 
mind should certainly, as a result, be more free for 
concentration on his work in the factory. Then, it is 
not so clear whether, in some subtle way, these con- 
tributions paid by employers are not in fact the amount 
that would be added to the wages bill if such schemes 
were not in operation. That, however, is too nice a 
point to dwell upon here. 


COMPARISONS WITHIN THE UNITED KINGDOM 


The National Health Insurance Scheme is, of course, 
an international business; it covers membership in 
England, Scotland, Wales and Northern Ireland. When 
it came into operation no one could have foreseen what 
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has recently emerged by way of the growing disparity 
which is showing itself as the years go by in the cash 
value per insured person in each of the four countries. 
Northern Ireland need not trouble us on this score, as 
the membership there is very small. But the figures 
for each of the two valuation periods (from Ig12 to 1918 
and from 1918 to 1923) are interesting to students of 
vital statistics. Taking the cash value of the English 
member at 100 per cent. at the end of the first valuation 
period, we find that the Scotsman stood at 108 and the 
Welshman at 92. In 1923, the end of the second period, 
the picture is in a strange perspective, the figures being— 
England 102, Scotland 101, and Wales 68. ~ 

The percentages quoted give an insight into two 
factors. It must not be concluded that the Welsh people 
are either more extravagant or more prone to malingering 
than their neighbours. The disparity has been brought 
about through lack of contribution income consequent 
upon industrial depression, and the health of the insured 
population in that country has deteriorated through the 
same cause. Anyway, the situation is not at all a happy one 
for those who administer the scheme either in the offices 
of the approved societies or at Whitehall, because this 
disparity may emphasize itself further as the years go by. 


CONSEQUENCES OF SEGREGATION 


In dealing with disparities, we come across something 
much more formidable in its social consequences than the 
one already referred to. The approved society system 
with its 7,000 odd units has broken down, probably for 
good, the idea of a really national scheme. Each society 
is separately valued every five years, and, as the quin- 
quennial periods come round, they vary enormously in 
their assets and liabilities. The amount available for 
additional benefits to the insured members of each 
society depends largely on two considerations. We have 
the segregated organization based, say, upon coal miners, 
shop assistants, clerks, railway employees, mostly covered 
by Trade Union approved societies. On the other hand, 
there are the friendlies and the industrials which accept 
into membership men and women who follow all manner 
of occupations. 
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IS THE LARGEST ASSURANCE 
COMPANY IN THE BRITISH 
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This Company transacts ALL CLASSES OF 
INSURANCE BUSINESS in the UNITED 
KINGDOM and FIRE INSURANCE ABROAD 
CHIEF OFFICE: 
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ENGLAND 


Funds of all Branches exceed 
£209,000,000 Sterling. 
Claims paid exceed £289,000,000 Sterling. 
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A HISTORY 
OF LLOYD’S 


From the Founding of Lloyd’s 
Coffee House to the Present Day. 


By CHARLES WRIGHT, Chair- 
man of Lloyd’s Brokers’ Associa- 
tion, and C. ERNEST FAYLE, 
Author of ‘‘ Seaborne Trade” 
(Official History of the Great War). 
With 4 Plates in Colour, 38 in 
Photogravure and Collotype, and 
3 Line Drawings in the Text. 
25s. net. 


The Merchant Shipping Review.—‘‘This history is 
written just as one would like such a history to be, 
bringing in the human side as weil as the business, 
and giving the finest complete picture of marine 
underwriting that has ever been attempted. The 
illustrations of the book, reintroductions of old 
prints, photographs and facsimile manuscripts, add 
very considerably to its interest and utility, while 
the index is excellent.” 


The Financial Times.—“This history of Lloyd’s 
is of most substantia? worth. Admirably printed, 
illustrated and produced, it has been put together 
after extended and careful research, and with much 
literary skill . . . the book is a valuable contribu- 
tion to knowledge and will take its place as a 
standard work of reference.” 


MACMILLAN & CO., LTD., 
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The clerks, for instance, are “‘ good lives ’’; the miners 
are the reverse. The result is that the one society can 
pay all the additional benefits allowed by law and regu- 
lation, the other can only just afford to meet its obligations 
for statutory benefits. 

Thus we can have the anomaly of three persons, 
members of the same household, each a member of a 
separate society, paying exactly the same rate in 
weekly contributions, but each drawing a different amount 
of additional benefits. The present Bill does nothing 
to meet that anomaly, in spite of the fact that the Royal 
Commission, which looked very closely into the business, 
recommended very strongly that this anomaly should be 
removed by pooling part of the surplus of the good 
societies, in order to help those who, through no fault of 
their own, could afford nothing beyond the bare statutory 
benefits. 

The fact is that the Ministry of Health is faced with 
what always happens, namely, the pride of the member 
and the officer in the affairs of his own society. Some 
will term it “ vested interest.”” But by whatever name 
it be called it is there all the time, barring the way to 
the partial pooling of surpluses. 


THE AMENDING BILL 

The Bill does, however, make administration very 
much easier. It is more or less an office measure. It will 
stabilize the arrears question, and show the unemployed 
person quite clearly for the future where he will 
stand if he is out of work for a long period. It clears 
away an abuse which had grown in connection with 
grants to charitable institutions, and will make it possible 
to form an approved society out of the large number of 
persons who either from neglect have not joined one of 
the existing societies, or who have been refused admission 
on the grounds of ill-health. This will be run from 
Whitehall, and will be a test of efficiency by comparison 
with the other semi-State organizations over which the 
authorities have very definite powers. The Bill will 
place all the administrators of approved societies under 
the same ban of surcharge as the officers and councils 
of local authorities ; and it will bring into the scheme for 
the first time workmen who have in the past fallen 
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between two stools as it were, treefellers, share-fishermen 
and slaughterman. 

There will be a slightly increased charge on the 
Exchequer as the result of the passing of the measure ; 
but there does not appear to be any opposition to that 
increase from any quarter. The Bill does not affect any 
fundamental changes; it is, as already stated, a means of 
oiling the wheels of the machinery which carries with it the 
welfare of sixteen millions of our people. For that reason 
the measure, as far as it goes, is being welcomed by most. 


THE ATTITUDE OF THE PROFESSIONS TO THE BILL 


Parts of the Bill are, however, being assailed by the 
dentists and the opticians, because it is proposed to allow 
the establishment of experimental clinics in dentistry and 
optical treatment. The professions are naturally afraid 
that the freedom of choice by the insured person, which 
now exists in respect of the medical practitioner, and, at 
the moment, of the other two professions mentioned also, 
will not in future apply to the dentist and the optician. 
But they have misread the intention. The position really 
is, that whilst the approved society may be allowed to 
establish its clinics, it will not be entitled to refuse 
benefits if the insured person declines to attend; he will 
still be entitled to go to his own practitioner for teeth or 
spectacles. 

It is true that the clinics will be there, and the dentist 
or the optician, as the case may be, will become a salaried 
servant; but the scheme, after all, was established 
primarily for the benefit of the insured population, and 
not for enhancing the income of the professions. 





Growth of British Insurance 
World-Wide Work Reviewed 


[ an expressive phrase the head of a great British 
insurance company once compared its work with a 
mosaic. The simile will bear examination, for an 
organization transacting a world-wide business includes 
many different departments which dovetail into each 
other. There is nothing haphazard about the arrangement. 
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The business is symmetrical, and therein lies much of 
its strength. 

To piece all these numerous blocks of varying sizes 
and forms together requires skill and care. Without 
the active exercise of these qualities the business would 
quickly fall out of proportion, and then, sooner or later, 
there would be trouble. Business does not look after 
itself. The great merit of this symmetrical design is that 
it benefits both the assured and the assurers. 

The assured are concerned to secure absolute security 
at reasonable cost. As a general rule, a slight difference 
in the premium is of no consequence to them compared 
with fine security and the knowledge that if and when 
claims occur they will be treated generously. There can 
be no forecasting when one particular section of insurance 
will yield unsatisfactory results to an office. At times the 
very best business proves expensive. It is, however, 
extremely unlikely that many sections will prove un- 
satisfactory at the same time. The chances are that 
losses in one quarter will be balanced by gains in another, 
and so an average result is secured. 

Fortunately, the great British insurance companies 
have the whole world out of which to make their mosaic. 
Again, this is not fortuitous. Originally the work of the 
companies was confined to these islands, and gradually 
it was extended overseas. This extension kept pace with 
the development of the younger nations; in fact, the 
British companies promoted that expansion. British 
labour and material were required for the laying of the 
foundations of new civilizations, and all these needed 
to be insured, including the transport. Then, as the over- 
sea nations grew, the property still needed to be covered 
by insurance, and for larger amounts, and it was most 
desirable that the commercial structure should be pro- 
tected by insurance outside of those lands in order that 
the loss should not fall upon one country alone, with 
consequent effects on national credit and the exchanges. 
With the steady growth of values in many lands it was 
at least as important as ever that insurance should 
continue to be provided from beyond their own borders. 

A well-balanced business means that exceptionally 
heavy losses may be met without causing undue strain. 
The importance of this balancing is well recognized by 
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National Provident 
Institution 


48 GRACECHURCH STREET, 
LONDON, E.C.3 


advertisement of a Life 
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the interests of Bankers emphasizes 
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two undertakings in regard to the 
safe investment and care of savings. 
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Mutual Office conducted solely for 
the benefit of its policyholders, to 
whomall the profits belong. Itissues 
every legitimate kind of Life Policy, 
and quotations will be sent at once 
on application to the above address. 
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insurance managers, and it accounts for much of the large 
reductions that have taken place lately in premium 
incomes in the United States. There, liabilities have been 
reduced in view of the risk of vast losses should disasters 
occur affecting small but congested areas. The demand 
for insurance cover is always growing, and were com- 
panies to be less mindful of the need of spreading the 
risks they could immensely increase their premium 
income. Things might go well, even for some years, but, 
sooner or later, there would be the inevitable disasters, and 
then real disturbance might be caused to the insurance 
fabric. It is just as important for an underwriter to 
restrict his liabilities as it is to write risks. 

The necessity of restricting liabilities is now apparent 
in all parts of the world, includine these islands, owing, 
largely, to the expansion in the size of buildings and the 
greater quantities of valuable commodities that are 
stored therein. New buildings are by no means always 
designed on principles which would be favoured by under- 
writers. The latter have, at times, to take things as they 
find them and to make the best of them. Certainly, the 
need for great financial strength was never more apparent 
than it is now. 

The fact that, year after year, the great insurance 
companies are able to produce results that are, on the 
whole, satisfactory to the shareholders should not be 
allowed to obscure the fact that these results are only 
made possible by the constant exercise of great dis- 
crimination. Naturally, the public can have little idea 
of all the work involved in ensuring that the business is 
maintained on absolutely sound lines. From time to 
time even the greatest offices have their anxieties. Some 
particular form of business, which may have gone well 
for several years, suddenly develops badly, and great 
losses have to be met. There have been noteworthy 
examples of this experience within the last year or two. 
Then is seen the effect of the widespread nature of the 
business, enabling these exceptional claims to be met 
without undue disturbance to the finance of the insurance 
enterprises. 

At one time the chief consideration in the minds of the 
managements of the great companies was that of large 
conflagrations involving numerous buildings in the same 













Oe COREE 


me 





{ 
[ 








ee 


—— 


PO AAT See ee 








“ELIBOR” 


Handels- & Industrie 
Aktien - Gesellschaft 


L. J. Borkowski 


TELEGRAMS: ‘*‘ ELIBOR”’ 


DANZIG: GDYNIA 
Elisabethwall 9 PORTOWA 


Exporters of 
BEST POLISH SILESIAN, AND DOM- 
BROWA COALS, PITPROPS, PLYWOOD, 
ETC. 


Importers of 
IRON, STEEL, ORE, BLACK STEEL 
SHEETS, ETC. 


Bunker Suppliers of Best 
Silesian Coals. 





“WARTA ” 


Speditions-Gesellschaft m.b.h. 


DANZIG—Langermarkt 19 
NEWFAIRWATER & GDYNIA 


Tel. Address for Danzig and Gdynia: WARTA 


FORWARDING 


WAREHOUSING 


SHIPBROKING 


Allied with the AKTIENGESELL- 


SCHAFT EMIL TUCKING 
INTERNATIONALE 


TRANSPORTE KATOWICE 





























Polish State 


Petroleum Company 


PANSTWOWE ZAKLADY 
NAFTOWE M. B. H. 
Wallgasse 16a, DANZIG 


Founded in 1920 for the sole purpose 
of the 


EXPORT OF 


Petroleum Products 


INCLUDING 


Paraffin Wax 


THE POLISH STATE 
PETROLEUM 
REFINERIES 


TANK INSTALLATIONS 
IN DANZIG 


We can quote c.i.f. any port of the world 


Agents and Representatives in all countries 


Inquiries from English and Colonial markets to: 


THE 


Pilot Trading Company 
is LIMITED 
1-2 
GREAT WINCHESTER STREET 
LONDON, E.C.2 











go THE UNDERWRITER 








district. That possibility still exists, and it is now coupled 
with the possibility of far-reaching damage caused by : 
storms and floods. Some parts of the world seem more 
liable to injury by the forces of Nature than others, and if 
their choice were unrestricted the managements would 
prefer to be without risks the consequences of which can 
be so little measured. But at once they are met with the 
fact that the public expects to be protected by insurance, 
and it would be strange if they were to be denied it. 
First, the growing appreciation of insurance is to be 
welcomed and not discouraged ; and, secondly, it is quite 
certain that some offices would be ready to take the risk 
and to grant it with a view to securing, in return, business 
which was not quite so uncertain in its hazards. The 
great offices seem, therefore, to have no alternative but 
to try to meet every legitimate demand tor insurance cover 
and, at the same time, to limit their liabilities so as to 
keep within reasonable bounds the possibility of loss. 

The forthcoming construction of a transatlantic liner, 
greater than any that has yet been built, is an example 
of the problems with which underwriters are now faced. 
Not only is this ship to be actually larger, but, owing to 
the rise in all values since the mammoth liners were 
constructed before the war, the values will be very much 
greater. From their point of view two ships of half the 
size would be more satisfactory, and the indications are 
that when the vessel is completed the British insurance 
markets will be severely extended to cover the whole risk. 
The value of this one ship will so greatly exceed that of 
all other liners that it will be a question of each under- 
writer considering how much he could afford to write 
on that one vessel without running an undue risk of any 
claim seriously disturbing his account. Obviously, there 
is a point beyond which each underwriter could not go. 

The same consideration applies to the fire risk in- 
volved in great warehouses and their contents, and in a 
series of stores in a comparatively small space. It is no 
sufficient answer to the problem that the buildings, in spite 
of their size, are of good design. The risk exists all the | 
same, and when exceptional loss did occur the question 
could fairly be asked why such an excessively large amount 
was retained. Tornadoes cut like a knife whole districts, 
and in a few moments vast destruction is wrought. 


— Saitama 
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The Standard is a Mutual Company in which the profits belong to the 
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and the strength of the Company gives every indication that this fine rate 
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Bank Officials can be Agents for no better Company, for they can be confident they 
are recommending to their clients an Office whose strength is supreme, whose 
premiums are moderate, and whose bonus prospects are second to none. 

The Standard has special schemes offering particular advantages to the 
Staffs of Banks. 
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The answer to the problem of the insurance companies 
could not be found simply in the creation of new com- 
panies. The financial resources of these would necessarily 
be limited, for they would be without the reserves essential 
to the assumption of large liabilities. The solution lies 
rather in the most careful spreading of the risks by the 
existing enterprises, coupled with the pursuance of their 
policy of sound finance. 

It is difficult to over-emphasize how much the adher- 
ence to principles of sound finance has meant for the 
success of the work of the great insurance companies. 
The temptation must have been serious at various periods 
in past centuries when times were good to distribute larger 
proportions of the earnings. The conservative methods 
of the managements must then have seemed niggardly 
to the proprietors, for the latter have seldom been told 
of the magnitude of the liabilities assumed, for fear, per- 
haps, that it might keep them awake o’ nights. Much is 
sometimes said of the great size of the premium incomes, 
but rarely is there any mention of the total of the risks 
assumed ; that omission, presumably, is not accidental. 
Were more said on this matter there could be no sugges- 
tion that the funds were unduly large. They are all 
needed for the provision of the security to which policy- 
holders are entitled. The prudent financial policy adopted 
has meant the setting aside of a substantial proportion of 
the earnings each year to reserves instead of distributing 
them in dividend. The effect has been that the base of 
the structure has continually been widened, and on this 
foundation a larger volume of business has been erected. 
Such an expansion would not have been possible if the 
companies had followed a short-sighted policy and spent as 
they went along. Their development, instead of keeping 
pace with the growth of commerce, would have been 
stationary. They could then have never contemplated 
extending their activities. Instead, their business would 
have dwindled, since inevitably there would have been 
the years in which they received hard knocks. Their last 
line of defence—-the uncalled liability on the shares— 
would have been broken, and finally collapse would have 
occurred. 

This sad outline of what might have happened to the 
great insurance companies is not fanciful. A fate identical 
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with that outlined has overtaken numerous companies 
which have been formed within recent years whose 
managements try to run before they could walk. It may 
have seemed ill-luck which brought about their downfall. 
Actually, it was failure to pursue the process, slow but 
sure, by which the old-established offices have grown. 
Liabilities—and those not of the best type—-were assumed 
beyond the resources. Business went badly and liquida- 
tion followed. It would not be conducive to secure 
subscriptions for new capital to tell the prospective 
subscribers that they must put aside for many years the 
prospect of any return and must look to the future when 
the benefit would be gained of foundations that were 
firmly laid. The few companies formed within a few 
years that are now heading for real success are those 
which have followed the straight road. Their manage- 
ments knew that insurance business is not a get-rich- 
quick means of making money. It is one of the slowest 
plans, and yet if conducted on the lines which have 
proved themselves sound it is a fairly sure method. 

To use, for a moment, another metaphor, and one 
which must not be pressed too far, a great British insurance 
company may be compared to a British oak. Its roots 
go deep. It grows steadily stronger. It withstands the 
storms which beat around it and it throws out new 
branches. Just as the oak is stately in its growth, so is 
that of the insurance companies whose foundations are 
securely laid. The comparison, however, ceases if it be 
suggested that the oak tree grows by itself and without 
the need of continued watchfulness. The simile of the 
mosaic is better, and each year that the edifice is 
strengthened the managements can take pride in their 
work. They cannot compel success, but they can deserve 
it. Events beyond their control will occur and will affect 
the comparative results from year to year. There are | 
lessons to be learned from each—the old saying is true 
that once bitten twice shy—-and experience indicates 
where danger is threatened, and by the exercise of great 
care the companies can be safeguarded against the risk 
of exceptional disasters. It is their business to pay claims, 
and the success of the institutions depends on the ability 
of the enterprise to quote rates which shall be reasonable 
to the assured and leave a margin of profit. Then, 
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through the medium of their sound finance, the offices will 
still progress and be able to assume still larger liabilities. 
By so doing they can help notably to stimulate commerce, 
which is to the interests of all. 

It is not by chance that, as was said last month at the 
greatest gathering of insurance men that has ever been 
held in this country, the work of the British offices 
“ranges literally from the North Cape to Tierra del 
Fuego, and from China to Peru, and involves many 
complicated factors of language, exchange, and politics.” 
One explanation of the success was to be found in the 
declaration of the President of the Board of Trade, that 
the insured throughout the world got a square deal every 
time, however big a claim. That knowledge helps the 
British companies undoubtedly to secure their business. 
But for its existence their efforts would be fruitless; yet 
the efforts are needed, for competition is keen. It is no 
light task to keep in touch with companies and agencies 
throughout the world, which necessarily must be permitted 
much latitude of initiative and judgment and, at the same 
time, must keep in step with the main policy of the parent 
companies. To these managements and agencies through- 
out the world it must be a satisfaction to realize that they 
are working in conjunction with men of the very highest 
standing in their profession. Esprit de corps is strong, 
and all are actuated by the motive that they have a part 
in maintaining the character of institutions which are 
household words not only in these islands but also in 
many countries, and whose names stand for all that is 
best in commerce. The work of insurance men is, 
indeed, worthy of brains of the highest quality. Their 
work is essential, but not simple. The chairman of one 
great office recently declared that the vocation of an 
assurance official is no obscure or dull one. The arts of 
underwriting, finance, accountancy, administration, all 
come within his purview, and each is almost an individual 
profession in itself. Looking back on the results of 1927 
and on the unique functions that have lately been held, 
which were attended by representative men in this 
country and overseas, British insurance officials are 
entitled to take heart and continue their work, knowing 
that the assistance they can render to commerce is always 
growing in importance. 








